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Foreword

Tajikistan (throughout the report, Tajikistan is used to indicate the Republic of Tajikistan) is working to
improve the country’s investment environment and facilitate the inflow of FDI. At the same time, it is
increasing its investment-promotion efforts, recognising that improvements in the investment climate and
targeted investment promotion practices must go hand in hand to attract investors to Tajikistan.

An OECD public-private Working Group (WG) was created in early 2021 to help design targeted policies
to feed into Tajikistan’s investment promotion practices. The WG met virtually three times in 2021. It was
chaired by the First Deputy Chair of the State Committee of Investment and State Property Management
(SCISPM), currently Mr Khurshed Mirzo. The WG brought together stakeholders from different ministries,
the State Committee for Investment and State Property Management (SCISPM), investors, business
associations, and NGOs active in the field, as well as representatives of the development community.

This peer review note reflects the work of the WG as well as the contribution of international experts from
Kazakhstan, France and Georgia. The final recommendations outlined in the note were peer reviewed
during the OECD Eurasia Competitiveness Roundtable end 2021 in a virtual manner as part of a series of
OECD Eurasia webinars. This exercise involved both international experts and representatives from OECD
member countries and other Central Asian countries
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CcCl Chamber of Commerce and Industry

CRM Customer relationship management

EBRD European Bank for Reconstruction and Development
FEZ Free economic zone

FDI Foreign Direct Investment

GDP Gross domestic product

Glz Deutsche Gesellschaft fir Internationale Zusammenarbeit
IDA Industrial Development Authority (Ireland)
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Key indicators for Tajikistan

Population, 2020

9.475 million (IMF)

Surface area, 2020
GDP (current prices), 2020
GDP per capita (current prices), 2020

Real GDP growth (y-0-y change), 2020

Share of primary sector value added in GDP, 2020
Share of secondary sector value added in GDP, 2020
Share of tertiary sector value added in GDP, 2020
Inflation (average consumer prices, y-0-y change), 2020
Official currency conversion rate (somoni / USD), 2020
PPP currency conversion rate (somoni / USD), 2020
Exports of goods and services (% of GDP), 2020
Imports of goods and services (% of GDP), 2020
Current account balance (% of GDP), 2019

FDI stock, 2020

FDI stock (% of GDP), 2020

FDI net inflows, 2019

FDI, net inflows (% of GDP), 2019

Government expenditure (% of GDP), 2020
Government revenues (% of GDP), 2020

General government net lending/ borrowing (% of GDP), 2019

Government debt (% of GDP), 2020

Labour force participation rate (% of total population ages 15+), 2020
Unemployment (% of total labour force, ILO estimate), 2020

Personal remittances received (% of GDP), 2020
Poverty rate (national poverty line), 2020

Lending interest rate, 2020

Total number of SMEs (units), 2019

Total number of SOEs (units), 2019

Total number of joint-stock companies (units), 2019
Net official development assistance (% of GNI), 2020

141,400 km2 (World Bank)
USD 8 billion" (Ministry of Finance)
USD 8492 (Ministry of Economic
Development and Trade)
4.5% (IMF)

23.8% (World Bank)

32.8% (World Bank)

35.3% (World Bank)

9.4% (TAJSTAT)

9.53 (TAJSTAT)

2.3 (IMF)

17.0% (World Bank)

38.2% (World Bank)
-2.283% (IMF)

USD 3.128 billion (UNCTAD)
38.2% (UNCTAD)

USD 213 million (World Bank)
2.5% (World Bank)

29.7% (IMF)

25.3% (IMF)

-2.1% (IMF)

44.1%3 (IMF)

41.5% (World Bank)
7.2%*(Ministry of Finance)
26.7%

26.3% (World Bank)

23.6% (World Bank)

30000 (EBRD)

920 (EBRD)

140 (EBRD)

3.8% (World Bank)

1. 8.19 billion according to the IMF

2. 851.11 according to the IMF

3. 7.3% according to the Ministry of Finance of Tajikistan
4.7.5% according to the World Bank
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Executive Summary

Tajikistan has identified FDI as a critical component of its national development strategy, but the country
faces challenges in attracting sufficient investment to non-extractive sectors. FDI can help Tajikistan
achieve many of its economic goals, including job creation, diversification and private-sector development.
Therefore, FDI attraction can be an important component of Tajikistan’s recovery and structural
transformation. Yet despite statutory openness to investment in most sectors, Tajikistan has not yet fully
realised its potential as an investment destination, and foreign investment is concentrated in extractive
industries. It needs to attract more and more diverse FDI inflows in terms of both sources and destination
sectors.

Investment promotion and facilitation actions carried out by a dedicated investment promotion agency
(IPA) can help attract FDI when underpinned by other measures to improve the investment framework. As
the pandemic is expected to increase competition for FDI and reduce investors’ appetite for risk globally,
the role of IPAs is gaining importance around the world. Stronger investment promotion may be especially
critical for Tajikistan, as many international investors still know relatively little about it, and they must
therefore devote significant resources to gathering information about opportunities and challenges there.
An effective IPA can reduce these costs through proactive outreach to potential investors. It can also help
reduce the cost of doing business by helping investors navigate the country’s complex and often
unpredictable legal environment.

This note provides analysis and recommendations to strengthen investment promotion in Tajikistan and
support the attraction of more FDI, focusing on (1) promotional activities (2) the institutional framework for
investment promotion, and (3) facilitation and policy advocacy functions.

First, activities. At present, investors can find it difficult to locate information about investment opportunities
in Tajikistan. The country would benefit from clearer branding as an investment destination, through clear
and consistent messaging by leveraging digital platforms. It would also be helpful to identify a limited
number of sectors to target for investment — an important endeavour given limited resources. Tajikistan’s
IPAs might also reduce their reliance on time-intensive but less effective methods, like generalised events.
Some simple and potentially effective solutions, such as a well-designed website and database to track
prospective investors, could enable the authorities to identify and contact them proactively.

Second, institutions. Currently, Tajikistan has one main government institution mandated with investment
promotion. The State Committee on Investment and State Property Management is the authorised body
to promote and develop investment. The State Unitary Enterprise “Tajinvest”, which operates under the
Committee’s umbrella, fulfils a number of key functions. In addition, other line ministries have departments
involved in investment promotion and facilitation in their relevant sectors. Some investors report finding it
hard to understand the distinctions between their mandates and activities, which can contribute to
confusion and inefficiency. Streamlining and clarifying for investors and other external actors the roles of
these institutions would help them realise their investment-promotion mandates. Tajikistan at this point
also lacks the development of an overarching investment strategy with specific goals and methods for
investment promotion. Such a strategy is needed to guide, co-ordinate and focus the work of all these
actors.
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Third, policy advocacy and facilitation. Prospective and current investors report that they can face
significant procedural and legal hurdles in their investment journey. While Tajikistan’s IPA devotes
significant resources to providing assistance with these issues, investors note that this support can be
limited. The State Committee is actively engaged in generalised aftercare and they emphasise their
readiness to help resolve individual problems, but investors report being uncertain about when and how to
rely on them in respect of specific disputes (taxation, inspections, permits, etc.). Maintaining good
relationships with existing investors by offering logistical facilitation and aftercare services could help
change this. This includes liaising with investors to advocate on their behalf in order to assess and
smoothen bottlenecks in the investment climate.

It is critical that Tajikistan continues to advance reforms to improve the overall investment environment in
tandem with steps to strengthen investment promotion. In recent years, the authorities have simplified
regulation in many spheres, introduced measures to reduce administrative burdens on businesses and
substantially overhauled the tax code. These are welcome steps and it is critical that they continue even
as the country strengthens its promotion institutions and strategies.
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Introduction

The main drivers of growth in Tajikistan

Since the turn of the century, GDP growth has officially averaged 7.7% per annum (Figure 1), albeit slowing
slightly over the last decade as the economy rebounded from the Soviet era. Up until September 2021,
Tajikistan’s real GDP grew at an annual rate of 8.9%, as the country bounced back from the COVID-19
shock of 2020 (World Bank, 20211;) (OECD, 20212;). GDP measured in constant 2010 USD rose from 2.6
billion in 2000 to 10.9 billion in 2021. As a result, from 2000 to 2019, the share of the population below the
national poverty line fell from 83% to 26.3% (World Bank, 2019;3; World Bank, 20214). There is still
considerable scope for catch-up growth, though; per capita GDP in 2020 was estimated at USD 3858 in
purchasing power parity terms (2017 constant international dollars) (World Bank, 2020).

Figure 1. GDP growth (1988-2020) in Tajikistan and the production structure of GDP in 2019
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Sources: (World Bank, 2019;5}; Agency on Statistics under the President of Tajikistan, 20205))

Growth has been driven to a substantial extent by the government’s policy of channelling high levels of
public investment into large-scale infrastructure projects. However, it could be difficult to sustain this
approach over the long-term, as general government gross debt has risen significantly since the mid-2010s
from 28% of GDP in 2014 to an estimated 44% in 2019, narrowing the government’s fiscal space (IMF,
20217). This highlights the need to mobilise greater private investment — which is both a challenge and a
huge opportunity for Tajikistan.
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Remittances from labour migrants working abroad constitute a major source of income for the country,
equivalent to 26.7% of GDP in 2020 (Agency on Statistics under the President of Tajikistan, 2020()). While
some remittances are saved or invested, 57% are used for immediate consumption. Moreover, they have
fluctuated considerably over time, in response to developments abroad (Figure 2). Increasing FDI,
particularly into sectors that would generate more and more productive jobs, could substantially reduce
the country’s vulnerability to external shocks linked to changes in export prices or remittance flows.

Figure 2. Oil price movements and migrant remittances received by Tajikistan (2002-2020)
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Sources: (World Bank, 2021g;; OECD, 20219))

The COVID-19 pandemic slowed growth to 4.5% in Tajikistan in 2020. Restrictions on labour mobility and
economic activity resulted in lower remittances, weaker consumer demand, and a reduction in investment
(OECD, 202010;; World Bank, 2020;11)). Despite the crisis, the Statistical Agency under President of the
Republic of Tajikistan reported real GDP growth of 8.9% by September 2021 (ADB, 2021}12)).

Foreign direct investment trends in Tajikistan

Annual FDI inflows during 1999-2019 averaged 4.3% of GDP (Figure 3), below the average for the OECD
Eurasia region of 6.3% but close to the regional average of 5.1% if one excludes the main oil and gas
exporters?. This has led to an accumulated FDI stock of 38.65% of GDP in Tajikistan as of 2020, compared
to an average of 55.84% in Central Asia (UNCTAD, 2020j13)). In dollar terms, Tajikistan’s inward FDI stock
stood at USD 3.1 billion before the pandemic (UNCTAD, 2020p13)). At the same time, according to the
SCISPM, the country attracted 150 bn somoni (USD 14 bn) in foreign investment (both FDI and other
foreign investment) since 2001. However, FDI inflows fell by 53% in 2020° (greater than the estimated
global drop of 42%). Global flows rebounded, albeit unevenly, in 2021, but the outlook for Tajikistan and
the world remains clouded by uncertainties about the pandemic and recovery prospects (UNCTAD,
20211141). However, the pandemic may also open some opportunities for FDI as firms seek greater
resilience through geographic diversification, including cost-cutting, nearshoring and offshoring, which will
primarily affect developing countries like Tajikistan (OECD, 2020j15)).
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Figure 3. Inward FDI as a % of GDP, 3-year moving average
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Source: (World Bank, 2021;16))

Foreign direct investment inflows (FDI) fell after the global financial crisis of 2008-09, a trend common to
Tajikistan’s regional peers (Figure 3). Investments from Russia — previously Tajikistan’s primary source of
FDI — never fully recovered, as the Russian economy continued to suffer from low hydrocarbon prices and
then Western sanctions. However, rising Chinese investments enabled a recovery in FDI inflows during
the 2010s, and these now constitute the bulk of inward flows (Figure 4). Inflows remain relatively
concentrated in terms of sectors.

Investment in Tajikistan has been overwhelmingly driven by public funds (in 2020, only 25% of investment
came from private sources of finance) and thus are concentrated in the government’s priority sectors,
particularly aluminium, cotton, and energy (Santander Trade, 202117)). In 2018, the mining sector received
61% of total FDI (USD 221m) (World Bank, 2020}11}). According to data provided by the SCISPM, this
proportion remained nearly unchanged (64%) during the pandemic, although in absolute terms the volume
fell in line with the overall drop in FDI during the first stages of the COVID-19 crisis. As FDI inflows continue
to be concentrated in the extractive sector, their volume is linked more closely to global demand and pricing
for extractive goods than to the investment climate environment per se (EBRD, 2020(1g)).
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Figure 4. Incoming FDI to Tajikistan by country (2009-2020) and sector (in absolute USD figures)
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Tajikistan would benefit from more diversified FDI inflows

Given fewer alternative domestic private or public sources of capital and the need to recover from the
pandemic, Tajikistan needs more diversified FDI (Embassy of Switzerland in Tajikistan, 202019; OECD,
2020;10); OECD, 2021(2;). There are many good reasons for the country to want to diversify FDI flows and,
in particular, attract FDI to manufacturing and other non-resource tradables. This would not only reduce
the economy’s vulnerability to commodity-price fluctuations, but also generate more — and more productive
— formal-sector jobs. Resource extraction, which is capital- rather than labour-intensive, generates
relatively little employment. More diversified FDI flows will also indirectly create employment opportunities
and promote entrepreneurship and SME development through supplier linkages. These investments open
new markets to domestic companies through their integration in the international production chains of
MNEs and are accompanied by transfers of skills and technology.

This ambition has important implications for policy. Many economies have done well in attracting FDI to
the extractive sector but not elsewhere. The conventional typology of FDI (resource- seeking, market-
seeking and efficiency-seeking) is instructive here. Resource-seeking FDI in the extraction sector in some
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ways resembles public procurement, since the subsoil is state property. The government knows what it
wants and so does the investor, so the government has to choose among competing investors — in effect,
competing service-providers — to extract the primary resource. The chosen investor is supposed to deliver
what it and the government agree ex ante. Often, there is little trust, because the government sees the
investor as keen to exploit a resource that belongs to the state, but the investor is needed for his capital,
expertise, etc. Even when trust is low, agreement can often be reached because the potential paybacks
are high and the major variables affecting the economics of the project are well understood. Tajikistan is
no exception to the rule. The extractive sector requires additional investment in branches in which the
country should be a leading regional player, such as aluminium and hydropower, to increase their
competitiveness and tap a larger share of unexploited potential.

Beyond extractive materials, which are dependent on global commodity prices, foreign investments in new
promising sectors could help diversify economic activity in Tajikistan. They require a rather different
approach to foreign investment. Market- and efficiency- seeking investments in manufacturing and other
non-extractive sectors are more closely linked to institutional quality and investment policy settings. There
is much less known ex ante about the potential investment’s viability and profitability. This means investors
generate new opportunities rather than compete for pre-existing ones, and in response, the government
has to be far less risk-averse and far readier to ease restrictions. This entails willingness to trust, rather
than control, foreign investors. The conviction that the investor is there to exploit the locals’ resources, and
must therefore be subject to close scrutiny every step of the way, will impede potentially productive
investment. Moreover, when foreign investors are smaller, they are more likely to rely on general
framework conditions for business and investment rather than on deal- or project-specific mechanisms like
tailored concessions or production-sharing agreements. They are also less likely to have the internal
resources to make up for deficits in public goods provision (security, infrastructure, etc.). This implies that
these other forms of FDI will depend on the overall business environment far more than investment in
large-scale resource extraction.

In Tajikistan, agricultural processing, the petrochemical industry and tourism are deemed promising
sectors that for efficiency-seeking investments. To ensure this, the government needs to define clearly
which specific sectors both have an attractive value proposition and meet Tajikistan’s development goals,
then target investors accordingly.

For both types of investments, dynamic demographics and high labour supply are key. The population has
been growing steadily at a rate of 2.4% over the last five years. However, the labour participation rate
amounted to 41.5% in 2020, way below the OECD average (61.1%, 2020) and peer countries like
Kyrgyzstan (58.81%, 2018) or Kazakhstan (69%, 2020). Therefore, well-designed employment policies are
needed to increase labour-force participation and create the skills needed in sectors that could thrive with
new foreign investment. Integration in the region will also be critical, given that Tajikistan remains, in global
terms, a small market: FDI attraction will be more likely to succeed where conditions for export are more
promising.

Tajikistan’s natural resources, especially gold, silver and antimony, are currently the main sources of export
earnings. However, some sectors’ profitability could be improved with additional investments, making
access to international finance crucial. Apart from traditional products such as aluminium or
hydroelectricity, which are very dependent on global commodity prices, foreign investments in new
promising sectors could help diversify the economic activity (agricultural processing, petrochemicals and
tourism). To ensure that sectors with potential are able to attract the FDI they require, the government
needs to understand and communicate the value propositions of these sectors and then target investors
accordingly.
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Investment promotion must be part of efforts to diversify production, employment and
exports

As a relatively small economy in the heart of Central Asia, Tajikistan is a relatively little-known to potential
investors in many regions of the world; many global investors may not be aware of its potential or have
experience doing business there. This means that significant research on their end is necessary to learn
about opportunities and navigate the logistics of investing. As some investors come to the country, others
can benefit from the information generated by the first movers, which makes it even less appealing for
investors to be pioneers (they would be generating positive spill-overs to the benefit of potential
competitors). Nor do investors consider the positive externalities for domestic businesses. These
considerations provide a justification for public intervention (OECD, 201820;; OECD & Inter-American
Development Bank, 2019p1)).

Centralised investment promotion agencies can be instrumental in resolving such market failures by both
promoting and facilitating investment (OECD, 201922;; OECD, 2015p23)). To promote investment, IPAs
usually conduct image-building and outreach activities, including marketing through their websites and
promotional materials and public relations events, such as road shows, forums, and missions abroad.
These can brand the host country as a profitable investment destination. IPAs also engage in specific
outreach to prospective investors. To facilitate investment, IPAs provide administrative assistance to
prospective and existing investors, with support for the latter serving to encourage reinvestment and
contribute to the country’s favourable reputation. These close interactions with investors allow IPAs to
grasp their challenges and channel them to policymakers through their policy advocacy function, thereby
improving the overall investment climate.

This report, drawing on OECD expertise in IPAs, will help the Tajik government realise
its goals of increased and diversified FDI and continuing to improve the investment
climate

The government of Tajikistan has defined the attraction of foreign investment and the creation of a
favourable business climate that enables it as national policy priorities in its 2030 National Development
Strategy (NDS) and the Medium-term Development Strategy for 2021-25. The NDS sets a target of
attracting more than USD 55 bn in FDI by 2030.

To achieve this very ambitious goal, the government has enacted a number of legal and regulatory reforms
to improve the investment climate (OECD, 2021;7). These reforms include the simplification of
administrative requirements, encompassing the reduction of licenses and permits from 605 to 64 and the
increased ease of obtaining them. Tajikistan introduced a risk-based mechanism to select candidates for
inspection in order to improve regulatory effectiveness while reducing the burden on firms; created a co-
ordination council, and instituted a moratorium on business inspections, which has been in place since
January 2019. An online portal tajtrade.tj has detailed import and export information on selected goods,
including required documents. Tajikistan has also made significant improvements in facilitating access to
credit. Many other reforms are planned or ongoing in areas such as justice, procurement, and taxation. De
jure, Tajikistan is very open to investment (OECD, 2021z). The OECD FDI Restrictiveness Index, which
measures statutory limitations to FDI, shows the country close to the average for non-OECD economies
in most sectors and in line with regional peers. Indeed, Tajikistan has no laws discriminating against foreign
investors by conditioning, limiting or prohibiting overseas investment in any economic sectors (OECD,
202112)).
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Figure 5. OECD 2019 FDI Regulatory Restrictiveness Index: sectoral restrictions in Tajikistan
2019 FDIRR Index (0 = open; 1 = closed) - Sector Benchmark
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For now, Tajikistan ranks 104t on the World Economic Forum’s Global Competitiveness Index (Schwab,
2019124)). It is critical that Tajikistan’s IPA takes advantage of this moment to inform investors about new
opportunities and assist them in overcoming the remaining barriers. This paper thus argues that an updated
and realistic strategy, including methods of targeting and facilitating investment, can help Tajikistan attract
investors and convince them to continue investing even in the midst of a protracted crisis. Such efforts
must, however, be undertaken in the context of concrete steps to improve the legal environment for
business, as discussed in the OECD report Improving the Legal Environment for Business in Central Asia
(2021y2)). Investment promotion can only succeed when the investment environment really is attractive to
investors. It cannot offset defects in that environment.

Drawing on OECD expertise with IPAs in OECD and partner countries, this report makes the following
recommendations:

l. Raise investor awareness of Tajikistan’s strengths, branding it as an attractive investment
destination through clear and consistent messaging and leveraging digital platforms. Given
pressure on public finances and the need for economic diversification, Tajikistan’s IPAs have an
incentive to select priority sectors for promotion to allocate strained resources. Systematising
information-sharing among them about investors using a database and targeted outreach will help
attract high-quality investments.

Il.  Clarify the institutional architecture of investment promotion to avoid duplication and overlap and
put in place a strategy that is up to date with respect to Tajikistan’s evolving needs and challenges.

Ill.  Retain investors already in Tajikistan by offering logistical facilitation and aftercare services, which
can encourage re-investment. This mainly includes closely liaising with investors to identify
bottlenecks in the investment climate to provide evidence-based policy recommendations to the
government.

In addition to the specific recommendations presented in this report, several cross-cutting themes apply to
all topics (see Way Forward): ensuring a whole-of-government approach to adopting the
recommendations, maximising the ability of limited IPA staff to achieve the recommendations, and making
use of the international knowledge community to help implement these recommendations and continue
adopting best practices in the future.
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Recommendation 1. Ensure IPAs use
consistent messaging and proper tools
for promotional activities

Challenge: Tajikistan does not approach investors with clear messages and
effective digital tools

Tajikistan’s investment promotion efforts suffer from the absence of a clear value
proposition and narrow definition of priority sectors

Tajikistan could improve its efforts in creating a recognisable image for most potential foreign investors.
Generating such an image requires clear and consistent messaging about what it can offer investors, that
is, a compelling value proposition. The three major selling points to investors identified by the SCISPM in
the 2021 OECD questionnaire — macroeconomic and political stability, a young and well-educated
workforce, and a harmonised regulatory environment — are not framed specifically or comparatively, nor
do they necessarily reflect strengths investors themselves would cite. Furthermore, there is no explicit
connection between Tajikistan’s self-assessed strengths and the priority sectors it identifies: industry,
energy, transport, and food (Government of Tajikistan, 2012;25)).

IPAs from OECD countries are already prioritising fewer and more focused sectors in response to the
pandemic. The changed economic conditions of the pandemic are also generally an opportunity to
reassess economic realities and priorities (OECD, 2020y15)). Identifying specific and narrow priority sectors
in line with the country’s potential and mentioning them consistently should thus become a crucial
component of marketing Tajikistan to investors. Once key messages and priority sectors are identified,
Tajikistan can use them in more targeted marketing materials and events.

Tajikistan’s marketing to investors does not provide specific and consistent messages
and information

Tajikistan does not have a strategy for marketing to and targeting investors. Investment promotion action
plans usually cover marketing, branding, and targeting of investors through a detailed step-by-step
approach. In Tajikistan, the 2072 Concept of State Policy for Attraction and Protection of Investments, the
main investment promotion document to date, does not contain these elements (Government of Tajikistan,
2012p2s;; UNCTAD, 2016126]). Without a strategy to co-ordinate among agencies, Tajikistan’s messaging to
investors is inconsistent, particularly regarding priority sectors (Box 1).

In the OECD IPA survey, Tajikistan indicated that it conducts a wide range of generalised image-building
and marketing activities, spending 20% of its budget thereon, compared to 34% in Eurasia and 18% in
OECD countries. These include maintaining multiple websites to promote investment in Tajikistan, making
use of international and domestic media, regularly producing promotional materials, and organising public
relations events (OECD, 2020p.27)).

Tajikistan’s main marketing tools to investors are the country’s investor guide, which includes generic
information on investment opportunities and the investment climate. Other presentations are also available,
which tend to be presented at business forums and other investor-related events (UNCTAD, 20162s;;
OECD, 2020p7). These materials do not provide clear logistical information, which can be further
exemplified by Tajikistan’s investment promotion websites. These websites, which are often investors’ first
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and primary source of information, are not consistent in their messaging about investment opportunities,
and crucial facts are scattered across them (see Box 1). While most sites and media reports emphasise
improvements in Tajikistan’s business climate (Mirsaidov, 20212s)) — certainly reassuring for investors —
this is merely a prerequisite for investment and does not in itself constitute a valid value proposition.
Investors need to be able to find information that helps them determine that Tajikistan is a good location
to produce goods or services in a specific industry.

Box 1. An overview of Tajikistan’s websites for investors

Tajikistan has a number of investment-related websites. Their strengths include their generally modern
appearance and the availability of much content in English as well as Russian, including downloadable
information on investment opportunities and legal texts.

e B2b.tj was established by Tajinvest with support from the OSCE and GIZ. Its most useful feature
is the detailed information on the legal environment in its “business guide”. For example,
investors can easily obtain tailored information on exports through an interactive tool that allows
a quick search by product and function. However, many pages in this section are not well
maintained; the interactive and helpful section “guidelines for investors” was a broken link as of
July 2021, and while it is working as of February 2022, it is only available in Russian, even when
accessed via the English-language website. The website lists investment projects by general
sector, yet it is unclear how regularly these are updated, since the list of projects does not
overlap at all with the one provided by the SCISPM on their investment map (map.investcom.t;),
nor the list on Tajinvest’s main website. The information about each sector includes some basic
facts about the sector, numerous priority sub-sectors, and relevant legal incentives but lacks a
clear argument for investors about why Tajikistan is a better place to invest in this sector than
its competitors. Information about domestic companies, presumably provided for matchmaking
purposes, is mostly only available in Russian. News articles are also frequently posted, but
there are far more articles in Russian than English.

e Tajinvest.tj is the main website of Tajinvest. It is visually appealing, but it remains unclear how
much of the information is still relevant. The priority sectors and investment projects have little
overlap with those on the b2b.tj or investcom.ij sites or other government documents (priority
sectors are the same as those identified in a 2019 report Investment Opportunities in Tajikistan,
authored by Tajinvest but available only on the SCISPM website). The section “Why Tajikistan?”
is also dated 2019. Detailed information on investment opportunities is only available in a
Russian-language downloadable file, whereas b2b.tj has such files available in English. All this
suggests that the website has not been updated for the last two years, apart from the news
section, which is entirely duplicated on b2b.tj. Since b2b.tj is also co-managed by Tajinvest, it
is probably worth consolidating the two websites and eliminating Tajinvest.tj. Despite the
government noting digitalisation as its priority in the coming decade, no digital infrastructure
project has been listed on the Tajinvest.ij site.

e Investcom.tj is the website of the SCISPM. As the Committee has a variety of mandates, only
part of the website is devoted to investment. The specificity of priority sectors compared to the
other websites (e.g., beekeeping) is commendable, although other sectors are more general or
even encompass the others (e.g., agriculture). The descriptions of these sectors, especially the
specific ones, include somewhat better value propositions than the other websites, such as
available land and the appropriate native plants for beekeeping. The website also includes a
useful map of investment opportunities with fairly detailed information, but these are not the
same as those on b2b.tj. Unfortunately, very little of the website appears to be up to date;
sections like investor services and priority sector pages were last updated in 2018 according to
webpage timestamps. Confusingly, there are two lists of projects, one labelled “priority” and
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from 2020, and the other from 2018. The site is somewnhat difficult to navigate, as one must
return to the homepage to find the section on priority sectors.

e The Ministry of Economic Development and Trade is also actively promoting the Free Economic
Zones (FEZ); general information about these is available on the above websites. There is a
consolidated page fez.tj. The site provides investors useful information, albeit from 2017 and
therefore possibly outdated, on topics like taxes, labour, services, and relevant laws. Investors
can also find specific information on websites of each FEZ, with differences in quality and
intensity. Supported by UNDP, the MOE is currently developing the websites of individual FEZ,
including reference materials to promote them to international investors.

Sources: (SCISPM, Tajinvest, GIZ, & OSCE, 2019295; SPISPM, 2018;305; TajInvest, 2019p31;; FEZ "Dangara", 2018sz;; FEZ "Panch" & OSCE,
2009;33))

Tajikistan lacks tools for targeting specific investors

Like its marketing strategy, Tajikistan’s approach to targeting investors is expensive yet too general. The
SCISPM expends significant resources on general events (sector-specific road shows, business fora,
fairs), missions abroad, and one-on-one meetings with prospective investors. It also carries out trade fairs,
organises trips for business delegations and signs co-operation agreements with other countries (OECD
questionnaire, 2021). Many of the events are co-organised with other government entities. For instance,
the Chamber of Commerce and Industry (CCI) regularly organises exhibitions in which the SCISPM takes
an active role to follow up with investors if interest arises; more specific agencies, such as the Ministry of
Agriculture, participate in events relevant to their work (OECD questionnaire, 2021).

However, the government’s investment promotion work does not always target specific countries and
investors proactively, an approach with greater likelihood of success and potentially lower costs (OECD,
2020p7). Instead, most investors had already been present in other Central Asian countries and decided
to explore other countries in the region. For instance, Coca Cola is in Tajikistan, Kyrgyzstan, and
Kazakhstan. Knowing this, Tajikistan could conduct research on which investors are already present in the
region and contact them (see Recommendation 2B). Green energy companies in Kazakhstan like Visor
International DMCC and Risen Solar Technology as well as hotel companies in Kyrgyzstan like Novotel
and Hyatt Regency may be good fits for Tajikistan’s state priority sectors of hydropower and tourism
respectively (Agency for the Promotion and Protection of Investments of the Kyrgyz Republic, 2021 34;
Kazakh Invest, 2021;35)).

The SCISPM’s co-operation with the network of embassies and consulates could also be further enhanced
to carry out effective investor targeting outside of Tajikistan. Over the past years, the visa regime has been
simplified, making it easier for investors and individuals alike to request and pay for visas via an electronic
channel.

Recommendation 1A: Identify specific target sectors to focus investment
promotion efforts

Realistic economic analysis should form the core of Tajikistan’s marketing to investors
and selection of target sectors

The first step to attracting investors is informing them of opportunities in Tajikistan, through both general
marketing and proactive outreach. This, in turn, requires that IPAs identify the country’s strengths.
Economic realities about development goals or political agendas, must come first if investment attraction
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is to be realistic and therefore successful (OECD, 20156); WAIPA, 2020;37;; World Bank, 20203g)).
Investors are interested in three major categories of benefits: resources, market, and efficiency. Resource-
seeking investors look for environmental features and the labour market, market-seeking look for
opportunities to sell their products due to gaps in Tajikistan’s domestic production and supply chains, and
efficiency-seeking look for low operating costs and other factors that increase efficiency, like specialised
human capital (Wadhwa and Reddy, 201139). Ideally, Tajikistan’s strengths in each of these areas should
be framed with competitors in mind, but in some cases collaboration with neighbours can be more of a
benefit than an increased competition from investors’ perspective. Collaboration can provide larger
markets in the context of Tajikistan and other Central Asian small economies, opportunities for economies
of scale, and cross-border infrastructure — including digital (Center for Regional Economic
Competitiveness, 2021405; Carole Biau, 2015p41; OECD, 2020p27)). It is also crucial that the value proposition
be realistic: it must be based on accurate data and show how Tajikistan’s strengths and the IPA’s services
can compensate for issues in the market or business climate or for gaps with competitors (UN ESCAP,
2019uz;; Clarity Business Strategies, 201843).

Understanding Tajikistan’s strengths allows it to identify potentially viable target sectors. Being specific
about target sectors is critical to maximising the impact of investment promotion resources, because it
enables the IPAs to focus their efforts on sectors that have the best chance of attracting investors and that
will bring the most benefit to Tajikistan. According to one study, funds used by an IPA in sector-specific
marketing resulted in investments nearly 200 times what the IPA spent (Harding and Javorcik, 201244)).

To make an initial list of potential priority sectors, IPAs can use pre-existing analyses and studies, expert
opinions, and discussions with current investors (WAIPA, 202037;; OECD, 2018201). These qualitative data
can be supported with quantitative market analysis. Good target sectors are based on a combination of
national assets critical to the functioning of the sector; merely one reason to invest in each sector is not
enough (Center for Regional Economic Competitiveness, 2021 40)).

Once a list of potential target sectors is created, Tajikistan should conduct a more detailed analysis of the
opportunities Tajikistan has in that sector and identify the more narrow sub-sectors that have the greatest
potential in Tajikistan. For example, research and analysis could determine if dried fruits, rather than food
processing in general, would be a good sector to target based on Tajikistan’s comparative advantages
(such as high-quality and inexpensive raw fruit inputs). The OECD’s Sector Competitiveness Strategy for
Kazakhstan and the UNCTAD Investment Policy Review of Kyrgyzstan provide examples of market
analysis of competitive advantages to choose priority sectors for investment (OECD, 2010us;; UNCTAD,
201646)).

Box 2. Kazakhstan's sector competitiveness strategy

The OECD conducted a thorough sector prioritisation for Kazakhstan in 2010. To make a long list of
potential sectors, the OECD started with stakeholder interviews, including government ministries,
foreign investors, and BlOs. All sectors were converted to a standardised classification system, namely
the Classification of Economic Activities of the European Community NACE. Next, the OECD looked at
quantitative data on the economic competitiveness of the sector and benefits for Kazakhstan’s
development goals. Example economic viability variables included the cost of labour, domestic
consumption of the product, and availability of inputs for the production process, including energy
demands. Example development attractiveness variables included employment level in the sector,
value added per employee, and sector innovation performance index. The sectors that were both most
economically viable and beneficial to Kazakhstan were selected. Finally, these findings were reviewed
by stakeholders to ensure consideration of qualitative factors that the quantitative analysis may have
missed.
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One of the sectors identified was Logistics for Agribusiness. This is specific: it refers to a business
function within an industry. Detailed analysis of this sector revealed Kazakhstan’s concrete value
proposition, which would have been even better if it were framed comparatively:

e Central location between Europe and Asia;

o Extensive road and train network;

e Two major logistics centres for warehouses, including a Russian-Kazakh project, and plans to
develop a third to improve logistics with China; and

e Doubled value of the logistics sector in Kazakhstan over the past eight years.
At the same time, the strategy was honest about some shortcomings in the sector and the ways that

Kazakhstan can address them, which is very important for investors. For instance, the report
recommended improved road quality and increased access to refrigerated trucks.

Source: (OECD, 2010ys)).

Specificity about priority narrow sectors, countries, and timeline will maximise the
benefits of focused investment promotion

The last step is to select the final sectors reflecting both a unique comparative value proposition and an
alignment with development goals (Center for Regional Economic Competitiveness, 2021u01). The IPA
should select no more than 3-5 highly specific sectors (Byrne, 2016p7;; World Bank, 2020;3g]). A focus on
such specific sectors does not imply that Tajikistan should refuse other FDI opportunities if approached by
investors, but rather that resources for proactive investment promotion should be devoted primarily to the
priority sectors (World Bank, 2020;3g]). Georgia’s investment promotion strategy for instance sets out two
categories of sectors that it prioritises: (1) priority sectors — sectors that Georgia’s IPA actively targets and
conducts outreach towards, and (2) facilitation sectors — those in which interest already exists but support
is needed to enter the country.

Once sectors are selected, it may be beneficial to focus investment promotion efforts even further on
priority countries and projects. Tajikistan already uses a variety of criteria when it comes to project
prioritisation, but others could be added to the analysis. Ukraine’s IPA, for example, takes into account the
investment horizon, and the firm’s engagement in internationalisation and the mode of entry. Georgia’s
IPA uses the size of the company as a criterion too. Both IPAs also focus on priority country of origin
(OECD, 2020p27). For instance, Tajikistan could target South Korea, a recent investor in Tajik cotton textiles
(SugdNEWS, 2020us)). It is also helpful to specify which priority sectors are relevant for which priority
countries. This can include considerations of both supply (interests of investors) and demand (benefits for
Tajikistan). For instance, on the supply side European countries may be interested in renewable energy,
while on the demand side certain Asian countries may be able to provide Tajik manufacturers with desirable
high technology (WAIPA, 20207)). Investment brochures with comparative value propositions for specific
desired projects will help attract investors as well (WAIPA, 20207)).

Finally, there may be a need for timeline differentiation depending on targeted sectors. Some may be
immediately ready for investment, while others might be part of medium and long-term plans pending
reforms. Some IPAs choose to institutionalise these priorities through different subsections or staff
responsible for each sector (OECD, 20182q)). Effective prioritisation over the long term relies on monitoring
and evaluation of the quantity and impact of investments in each priority sector, so Tajikistan should be
prepared to collect this data (OECD, 2020y15)).
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Recommendation 1B: Use digital tools to reduce costs and increase
effectiveness

Relatively simple upgrades to IPA websites can easily improve investment attraction

Tajikistan should prioritise consolidation and updating of existing websites. Virtual means of connecting
with investors have grown in importance during the pandemic, when in-person interactions became
impossible (WAIPA, 202037;). An investment-promotion website can be visually quite simple with few
graphics and less text, provided it meets the following key criteria: accurate, updated, easily navigable,
and translated (UN ESCAP, 2019u2;; Kaymaz, 2019g)). All content should be in English, and it would be
even better if the language of Tajikistan’s biggest investor, Chinese, were also an option (Byrne, 201647).
Having one investment website is preferable; if there are multiple web sites, care must be taken to ensure
that information is consistent across sites. This may entail simplifying and removing less relevant
information so that agencies can focus on regular updates (including working hyperlinks) of core content:
value proposition, priority sectors, investment opportunities, and logistical information like the legal
environment and IPA services. Notably, none of the sites described in Box 1 provided information about
COVID-19: this is the kind of core information that investors need.

The content of the website should be driven by consistent messaging about Tajikistan. The front page
should clearly state what makes Tajikistan an attractive investment location, and the consistent use of
related keywords throughout the website has the additional benefit of helping with search engine
optimisation (SEO) (IBT Partners, 2020s0;; Byrne, 2016u47). Priority sectors — which must be consistent
across all government websites — should each have dedicated pages describing individual value
propositions, with advantages for each sector (monetised whenever possible), such as land prices and
local salaries (OECD, 2018205; Clarity Business Strategies, 201843;; UN ESCAP, 2019142)).

Contact information on the website is also critical so that Tajikistan’s IPAs can begin direct targeting of
individual investors. According to a 2012 report, out of 181 IPAs just 24 (13.3%) responded to inquiries
from their websites in a helpful and timely manner (World Bank, 20203g)). Tajikistan’s websites do provide
contact information, but this could be improved with more specific contact details regarding individual
sectors (WAIPA, 202037)). Requesting that site visitors leave some information about themselves can make
it easier to follow up. Even if visitors do not leave contact information, site analytics, such as the country
of origin of site visitors, can be helpful for targeting purposes.

Box 3. Interactive map of Egypt’s investment opportunities is an excellent way to convey
information to investors

If time and resources allow, more advanced and interactive tools for the website, like a map, can help
investors quickly find information. Currently, the SCISPM hosts an English-only investment project map
at map.investcom.tj. This is an excellent step and includes useful features, like filtering by sector. When
an investor clicks on a project, they can find further information in English on the project details and
incentives. However, lack of co-ordination among agencies means that the investment opportunities
featured are not the same as those on b2b.tj or Tajinvest.tj. This raises questions about which — if any
— list is up-to-date and thereby relevant to investors. Tajikistan can consider improving its map along
the lines of the one hosted by Egypt’s IPA.

Egypt's IPA provides a map that summarises important legal information with a geographical
component, like zones. This may be particularly useful in Tajikistan’s context due to the large number
of FEZs that each have their own legal framework and incentives for investors. The Egyptian map also
indicates the location of utilities investors may find important, like airports and universities. While
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Tajikistan’s map directs all interested investors to contact the SCISPM’s general email, Egypt’'s map
provides specific, direct contact information of the relevant government entity for that project. The
Egyptian map is dynamic and regional officials (or FEZs, in the case of Tajikistan) can easily add new
opportunities without waiting for approval from the central IPA, which would ensure the map is
continually updated.

Source: (OECD, 2020ps1)).

Digital tools can help target specific investors, which is more likely to lead to investment

Generalised image-building, such as through a website, is very important, but successful IPAs also reach
out proactively to potential investors in priority sectors (Kaymaz, 2019u9)). This can be viewed as a subsidy
for location searches that counteracts investor concerns about additional costs of being a “first mover” in
a relatively unknown country like Tajikistan (OECD & Inter-American Development Bank, 2019p21;). Nearly
half (47%) of IPAs in OECD countries target specific investors (OECD, 201820).

Before Tajikistan can do this, it needs to make a list of possible investors, a process called lead generation
(UN ESCAP, 2019u2)). A first step is ensuring ongoing dialogue with international companies already in
Tajikistan, such as Coca Cola, and those that have reached out themselves through the website. Other
methods to find companies include sectoral publications, commercial databases such as Hoovers, BIOs,
and investors in neighbouring countries. The latter option is especially promising for Tajikistan. Investors
could be found through collaborative regional investment forums — including virtual ones with much lower
overhead costs for both hosts and investors — that facilitate investment policy co-ordination and highlight
potential benefits for investors with a regional dimension like economies of scale, an approach that has
been successful in the Southern African Development Community and the Association of Southeast Asian
Nations (Byrne, 2016u7; Kaymaz, 2019u9); Carole Biau, 2015p411). Once a list is created, it can be narrowed
through basic internet research on each company, including its specific products, market and plant
locations, previous investments, and announced future intentions (Kaymaz, 2019u9). These can then be
compared to Tajikistan’s value proposition in the sector to determine if Tajikistan fits the investor’'s needs.

It is also helpful to consider potential investors as customers and include them in a CRM system like
SalesForce even before they choose to invest. This allows the IPA to keep track of their contact information
over time and contact them about customised future opportunities for investment as they become available
(Loewendahl and Bryan, 2019;52;). The IPA should set specific objectives for the frequency and timeline of
communication with potential investors and engage in “politely persistent” outreach to high-level company
executives (Caribbean Export Development Agency, 2014s3; Kaymaz, 2019u9)). Such a database has
advantages for communicating with current investors as well; IPAs with CRM systems could communicate
with and support current and potential investors about changing conditions related to the pandemic (OECD,
202015)).

Once an investor is closely considering a project in Tajikistan, digital tools can help make the decision. A
standard online library of important documents and clear operating procedures for IPA staff members can
ensure responses are quick (World Bank, 20203s]). Videoconferences and virtual site visits, and digital
trade and economic missions may be necessary as the pandemic continues and useful afterwards as well
since they are less costly for both the investor and IPA (OECD, 2020;s1)).

A long-term approach to relationships with potential investors is necessary, since it might take years for
the right project and timing to emerge, and even then investment decisions are a lengthy process (WAIPA,
2020377). Not everything about the investment targeting process can or should be digitised. Building trust
and partnerships with potential investors through personal contact complements robust CRM and accurate,
useful online information (Tsimal, 202054). To add a human dimension to the digital tools, assigning
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individual staff members as account managers for designated prospective investors provides consistency
(OECD, 20182q)). Recruiting the right staff to carry out marketing and branding activities will be a critical
priority in the years ahead, particularly ensuring the advanced digital skills needed to promote Tajikistan
as an investment destination (UNCTAD, 201626;; OECD, 2020p7).
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Recommendation 2. Strengthen the
institutional setting and strategy of
investment promotion

Challenge: The institutional setting behind investment promotion is complex

Actors with overlapping and numerous mandates undertake investment promotion in
Tajikistan

Tajikistan has one main body involved in investment promotion, and several other government bodies that
also have roles to play in this field. Investment promotion is primarily in the hands of the SCISPM, which
is responsible for the design and implementation of investment policy, and Tajinvest, a state unitary
enterprise supervised by the SCISPM. At the same time, it is the Ministry of Economic Development and
Trade that designs policies related to free economic zones (FEZ), which are part of the investment
promotion system. It is also the same Ministry that conducts FEZ-specific investment promotion activities,
such as organising events and roundtables with investors to which it invites the SCISPM and Tajinvest.
Similarly, the Ministry of Finance and the Ministry of Industry and Innovative Technologies, alongside
business associations, organise investment promotion events that seek to attract investment in their
sectors. Like FEZs, regional investment promotion bodies occasionally help organise promotion events
and assist investors in their dedicated regions. To conduct policy advocacy and support public-private
dialogue on investment, the government has also put in place the Consultative Council on Improvement of
Investment Climate, which the SCISPM chairs.

The SCISPM currently has 12 mandates, which is more than the average number of mandates of agencies
in charge of investment promotion in Eurasia (6.5) and the OECD (5.7) (OECD, 2020p27;). Besides foreign
investment promotion, the SCISPM is responsible for managing state enterprises, privatisation, supporting
SMEs and entrepreneurship, and, since 2018, hosting a business incubator. Tajinvest is charged more
narrowly with investment promotion, but in practice currently primarily provides business development
services (BDS) to domestic companies (Tajinvest, 2021; OECD interviews, 2021).

The SCISPM is the parent agency, and it has significantly greater statutory powers. According to its
government-approved charter, it plays a leading role in designing investment policy, independently
negotiates agreements with investors, provides all necessary documents and permissions for investors
through a single-window system, defends the legal interests of investors, proactively attracts investments,
and co-ordinates investments with other government agencies (Government of the Republic of Tajikistan,
2006ss)).Tajinvest is only able to advise investors (on legal aspects, tax legislation, operational and
business issues) and implement policies adopted by the SCISPM. Investors are under the impression that
the SCISPM is responsible for public investment, whereas Tajinvest handles private investment, but this
distinction is not enshrined in law and indeed contradicts the SCISPM’s mandate to attract and assist all
investors (OECD interviews, 2021).

Organisational reforms may have contributed to this confusion about mandates and tasks. While the
allocation of roles and responsibilities may be clear to officials in the relevant bodies, investors report being
unsure about, for example, whom to contact in legislative matters related to their investments. The
SCISPM, established in 2006, has gone through five reorganisations in the past ten years. These have
involved additional mandates, particularly the mandate to be a single-window as of 2017. While it is critical
that investment promotion institutions adapt to a changing policy environment, a measure of institutional
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stability is essential to reducing confusion among investors and effective long-term planning. Responses
to the OECD IPA survey show that organisational reforms are rather common in Eurasia, reflecting
changes in government and the need to adapt to new economic realities. It is thus no surprise that IPAs in
Eurasia see “the instability or inadequacy of their mandates” as their number one challenge (OECD,
2020p277).

While the SCISPM’s many mandates, from privatisation to SME development, may bear synergies with
investment promotion, it is important to ensure that the resources allocated to the SCISPM match its
diverse and broad responsibilities. Tajinvest has increasingly shifted its focus towards supporting domestic
business development (trainings, advisory services), activities that are financially more promising but still
generate insufficient income to ensure the capacity to reach out to investors and promote the country
effectively (UNCTAD, 20162s)).

In addition, Tajikistan could benefit greatly from improvements in the skills and experience of IPA
employees, especially private-sector experience. Staff with a public sector background comprise 87% of
SCISPM and Tajinvest (Figure 6), which may affect the Committee’s capabilities in areas where private-
sector experience is an advantage (UNCTAD, 201626); OECD, 2020;27). Level of experience and length of
tenure also matter. Interviews indicated that staff turnover is high, affecting the ease with which staff can
build relationships with investors and ensure continuity of the activities. The interviews also suggest that
salary levels may contribute to high turnover and make recruitment from the private sector harder. Tajik
government stakeholders rank inadequate staff as a major challenge (OECD, 2020p7). Recruitment
mechanisms may also need to be considered; it may be useful to advertise opportunities in non-
governmental job forums.

Figure 6. Staff profiles across Eurasia’s IPAs

HE Public Sector O Private Sector O Public and Private Sector E Other

Source: (OECD, 202027))

Tajikistan needs an integrated, broad-based investment promotion strategy

At present, Tajikistan does not have an updated investment promotion strategy. The most recent
government strategy for investment is the 2072 Concept of Government Policy for Attraction and Protection
of Investments. Despite its name, it is not an investment promotion strategy per se, since it does not outline
and co-ordinate activities of the IPAs. Instead, it is a broader statement of issues with and plans to improve
the investment climate. The Concept identifies issues such as poor infrastructure, small internal market,
large bureaucracy, and emigration of qualified workers. It commits Tajikistan to continuing a path of
improving the investment climate and attracting more FDI, including clear “rules of the game”, greater
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transparency, less government interference in the private sector through minimised bureaucratic hurdles,
reduced corruption, consolidating and harmonising the legal environment, instituting a mechanism for
resolving disputes with investors, and protecting their rights through a stronger judicial system (OECD,
202112)).

The SCISPM does not have the mandate to assign roles to other institutions in charge of promoting
investment. It prepares only annual plans for its own work, which cannot provide needed co-ordination
among relevant agencies (Government of the Republic of Tajikistan, 2006ss)).

Recommendation 2A: Clarify institutional responsibilities, accountability, and
resources to avoid confusion and inefficiencies

Tajikistan should clarify the roles and mandates of institutions active in investment
promotion

Tajikistan’s laws related to investment promotion and the charters of its IPAs require harmonisation, to
take account of recent changes. Government-approved amendments to the SCISPM’s charters could
better align its powers with the specifics of current legislation and distinguish the agencies’ tasks more
clearly. For this process, Tajikistan should prepare a checklist of licences, permissions, incentives and
permits required to invest and operate a foreign-owned business, and decide which powers to grant to the
IPA (OECD, 2015(36]). The key is to ensure that IPAs are not another bureaucratic hurdle for investors but
rather ease bureaucratic requirements by making the responsibilities of each agency clear. Most Eurasia
IPAs have single windows for investor services, so more direct service provision would bring Tajikistan in
line with regional peers (OECD, 202027)).

Reforms to the legal and institutional environment for investment promotion should be considered carefully
to ensure stability and avoid such contradictions in the future. Continuous institutional change can create
confusion for investors, who do not know with whom they should interact (OECD, 2020;27;). This, in turn,
damages long-term relationships, which are the key to successful FDI attraction. Therefore, it is
recommended that Tajikistan make changes with a medium-term vision and develop plans clearly to
communicate changes to investors.

SCISPM needs sufficient independence and resources to carry out their mandates

When strategic decision-making and reporting are necessary, they should be done at the highest level.
Interactions with many other government agencies, while sometimes helpful in synergising work and
adopting a whole-of-government approach, can also divert scarce resources from core IPA functions
(OECD, 2020p271). This is common in Eurasia. Minimising reporting requirements to intermediaries, while
establishing strong communication channels with the country’s top decision makers — especially since IPA-
government linkages are strong throughout Eurasia and specifically in Tajikistan — will allow for efficient
operation and needed political visibility (OECD, 20207;; OECD, 20153¢)). In this connection, the fact that
the SCISPM chair is a presidential appointee could well be seen as an advantage for Tajikistan.

International experience shows that agencies with operational autonomy, including the freedom to set
objectives and allocate their budgets, tend to be more effective. Public funding frees IPAs from the burden
of self-financing, but annual requests for funding mean that their work is subject to short-term political and
economic circumstances, undermining the capacity to implement long-term plans. One solution would be
to allocate funding for multiple years within the country’s medium-term expenditure framework, allowing
agencies to make long-term plans for their own budgets and delineate expenses in accordance with their
mandates, as is the case of Investin Georgia (Box 4). It should be noted that such budgetary independence
would require revisiting the legal status of the SCISPM, as the level of autonomy described would be
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difficult to reconcile with its status as a budgetary organisation. Tajikistan would have to consider many
factors in reaching any such decision, but the critical priority should be to ensure adequate, stable and
predictable resourcing for investment promotion.

Box 4. Invest in Georgia

Invest in Georgia is part of a broader government economic development agency — Enterprise Georgia.
The agency operates under the Ministry of Economy and Sustainable Development of Georgia and
beyond FDI attraction, it is also responsible for SME development and export promotion. The aim of
Invest in Georgia division is to attract, promote and develop foreign direct investments in Georgia. It
serves as a “one-stop-shop” for investors, to support companies before, during and after the investment
process (this legal mandate is reflected in the corresponding law). The division plays the role of a
facilitator between foreign investors and the Government of Georgia, ensuring that the investor receives
relevant updated information and can communicate with the different Government bodies.

In order to undertake these responsibilities, the Invest in Georgia division (as well as Enterprise
Georgia) receives a pre-approved annual budget, based on a pre-developed action plan. Accordingly,
the agency executes the activities and utilizes the budget without further need of approval on behalf of
the Ministry or other parties. With this, the agency has developed a two-year FDI promotion strategy
and action plan (alongside specific KPIs), which was approved by the Ministry of Economy and
Sustainable Development (first approved in 2020 and updated in 2021) and the agency is
correspondingly responsible for its implementation.

For policy-making purposes in terms of FDI, the Ministry of Economy and Sustainable Development of
Georgia also operates a special department — the Investment Policy and Support Department. The
Invest in Georgia division, also works closely with the Department to promote/lobby for certain policy
level adjustments or changes, when such are required.

Source: Enterprise Georgia

International experience suggests that strong private-sector participation in an IPA can enable a better
understanding of private-sector needs and facilitate public-private dialogue (OECD, 2015¢)). In addition
to recruiting staff with private-sector experience, this can include bringing private-sector representatives
into the supervisory board. More flexibility and autonomy in salary-setting, which is an aspect of institutional
independence, could make it easier to recruit the needed staff, particularly for specific roles where high-
demand qualifications are required (OECD, 2020j27)). Recruitment mechanisms may also need to be
reconsidered; it may be useful to advertise opportunities in non-governmental job forums.
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Box 5. Kazakh Invest Legal Authority and Mandate

Kazakh Invest was established with a strong legal foundation, a government resolution adopted on 1

March 2017. The government approves the IPA’s overarching strategy, but the agency also has an

independent supervisory board, which oversees planning and budgeting. Kazakh Invest has the clear

authority and mandate to attract investment and provide full range of services to investors from an initial
idea to implementation as well as during post-investment period. In its own words, it is:

e a unified negotiator on behalf of the Government of the Republic of Kazakhstan in discussing
the prospects and conditions for the implementation of investment projects; and

e a “single window” to the system of public services for investors, including the provision of
measures of state support to investors in the form of investment preferences and incentives,
and, assistance in obtaining various permits and approvals required for the implementation and
further operation of investment projects.

" Resolution of the Government of the Republic of Kazakhstan No. 100, “On the renaming of the National Export and Investment Agency
KAZNEX INVEST Joint-Stock Company in order to promote sustainable socio-economic development of the Republic of Kazakhstan by

attracting foreign investment in priority sectors of the economy and comprehensive support of investment projects”, 1 March 2017.
Source: (Kazakh Invest, 2021se)).

Recommendation 2B: Create a strategic framework with well-defined, actionable
objectives and methods to co-ordinate the work of IPAs

Tajikistan needs an updated and more detailed investment promotion strategy

Investment promotion in Tajikistan requires clear and co-ordinated objectives and administrative
procedures to achieve results and value for money. This is why Tajikistan should adopt an investment
promotion strategy that identifies its objectives and available financial and human resources. Given limited
resources for IPAs’ activities, a clear and specific strategy can help ensure their efficient use (OECD,
202027). Such a strategy, if underpinned by concrete actions plans for individual agencies and an
adequate monitoring and evaluation framework, could help ensure that investment promotion activities are
well-co-ordinated and achieve intended results.

While the 2012 Concept includes some valuable goals, many of which are still relevant, Tajikistan’s post-
pandemic circumstances make the development of an updated, more specific strategy critical. The
changed global conditions after COVID-19 require a fresh assessment of goals, opportunities, and
methods (OECD, 202037). Developing a strategy is a perfect opportunity to analyse new economic
conditions and make a plan to adapt.

Well-designed investment promotion strategies co-ordinate all investment promotion activity in a country.
While the IPA is at the centre of investment promotion and therefore the centre of the strategic process,
the strategy can and should extend to investment-related activities of other agencies, so that the
government has a unified approach and can streamline activities and uses resources efficiently. In the
Tajik context, this means that an investment strategy developed by the SCISPM should cover Tajinvest
and the FDI-related activities of other agencies, such as the Ministry of Economic Development and Trade.

Strategies should articulate specific goals and objectives for the IPA as well as the methods and resources
it will use to achieve them; goals, resources, and methods must align for the strategy to be effective (OECD,
2020271). The document answers four essential questions: why the country needs investment, who and
what priority sectors to target for investment, and specifically how the IPA and other institutions will do this
(OECD, 201536;; OECD, 2020;51)). It also covers the indicators that will be used to measure performance
and evaluate impact. Strategies are based on considerations of both supply — what Tajikistan can offer
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investors — and demand — what investors want from Tajikistan (Loewendahl and Bryan, 2019s2;). They are
clear, specific, distinct from other countries’ strategies, and internally consistent (OECD, 20153g)).

International experience suggests that investment promotion strategies are successful when they are given
due time and attention, which is why Tajikistan should not rush the process. Strategies must be adapted
to the country’s situation, as demonstrated in the Mapping of Investment Promotion Agencies in OECD
Countries, as the evidence suggests that different activities, approaches and strategies are suitable for
different agencies, even in broadly similar economic contexts (OECD, 201820)). Setting objectives for target
sectors and countries requires extensive market research. The research process should also include
consultations with a wide range of stakeholders, especially representatives of the private sector. This is a
time-consuming but critical endeavour (Caribbean Export Development Agency, 2014 s3)). IPAs may also
want to receive advice from international development organisations and companies (Millenium Cities
Initiative, 2009;577). There are a number of online resources that can be helpful as well, such as the World
Bank and WAIPO websites. The first step in the process is therefore formulating a plan for development
of the strategy: designating the manager, allocating staff, and creating a timeframe for the completion of
strategy components (Caribbean Export Development Agency, 2014 s3)).

Since policy level decisions and actions are relatively harder to implement and take significant time to be
reviewed, there could be a case for developing two strategies at once: one focusing on the improvements
needed on the policy level to smoothen the general investment climate and a second focused on promotion
and hands-on activities of the investment promotion agencies. This approach could save time, and allow
the investment agency to strategically and actively promote investment offers in parallel to policy level
changes being undertaken though a separate more intensive and time consuming process.

Clear, evidence-based objectives and corresponding monitoring and evaluation
mechanisms can help ensure the strategy achieves intended results

The next step is to articulate why Tajikistan needs FDI. A strategy should contain mission and vision
statements that are short and connected to Tajikistan’s unique overall development goals (Loewendahl
and Bryan, 2019s2)). For example, two overarching goals that frequently reoccur in Tajik legal and strategic
documents are creating jobs and diversifying the economy, so the mission and vision statement should
connect to these and other principles identified as top priority. While many outcomes may be desirable,
such as regional development, increasing competition, and expanding, it is important to focus on the most
important reasons why more FDI would be beneficial to Tajikistan. The mission and vision for the IPA
allows the country to articulate specific goals and objectives for the agency. These are measurable and
attached to a particular timeframe (Box 6) (Loewendahl and Bryan, 2019s2;). Moreover, articulating such
goals clearly is likely to draw attention to other policies that may need to be adjusted in order for FDI, if
attracted, to yield its full benefits, for example policies to support linkages with domestic firms, avoid FDI-
financed enclave economies, and foster productivity and skills spill-overs from foreign to local firms.

Box 6. Goals and objectives of the IDA Ireland

The 2021-2024 FDI strategy of Ireland’s IPA, IDA Ireland, is an excellent example of agenda-setting.

IDA identified five overarching goals, which it calls pillars, that reflect the development priorities of
Ireland in the post-pandemic context:
e Under the growth pillar, IDA will win investment to support job creation and economic activity.
e Under the transformation pillar, IDA will partner with clients for future growth in Ireland.
e Under the regions pillar, IDA will win investment to advance regional development.
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e Under the sustainability pillar, IDA will embrace an inclusive and green recovery.
e Under the impact pillar, IDA will maximise FDI's positive impact on local businesses and
communities.
IDA set the specific, measurable objectives for 2021-2024 in line with its five pillars:

e Win 800 total investments to support job creation of 50,000 and economic activity;

e Partner with clients for future growth through 170 RD&l and 130 training investments;

e Win 400 investments to advance regional development;

e« Embrace the opportunities of a green recovery with 60 sustainability investments; and

e Target a 20% increase in client expenditure in Ireland to maximize the impact of FDI.
Source: (IDA Ireland, 2021ss))

A strategy is a living document and needs consistent monitoring to ensure its continued effectiveness and
relevance. As conditions and goals change over time, the strategy should change as well. The best
strategies incorporate plans for monitoring performance, including mechanisms to solicit feedback from
investors (such as through a customer relationship management system (CRM), detailed in
Recommendation 1B and continuous dialogue, detailed in Recommendation 3) and the indicators that will
be collected, from the outset (Loewendahl and Bryan, 2019s2)). It makes no sense to design monitoring
and evaluation systems ex post. It is important that indicators be limited, such that they are manageable
to collect given the IPA’s numerous responsibilities, and meaningful, meaning they focus on how well the
IPA’s methods achieve its economic goals rather than inputs (OECD, 2020p271). This data collection allows
the IPA to serve as an advocate for investors, promoting policies that will improve the business climate
(see Recommendation 3) and increase transparency about public spending, particularly important during
crises when finances are constrained (OECD, 2020;277). Using this monitoring and evaluation, the strategy
should be reviewed and updated every 3 to 5 years (Caribbean Export Development Agency, 2014s3)).

An actionable strategy needs clarity about targets, methods, resources, and roles

Broad goals and objectives are a starting point for understanding in what areas the IPA aims to attract
investment. However, extensive research is also necessary to ensure the strategy is realistic and
determine whom to target for investment. The developers of the strategy should create a SWOT (Strengths,
Weaknesses, Opportunities and Threats) chart for the country based on comparative advantages and
disadvantages, benchmarking against neighbours and other countries with similar endowments
(Loewendahl and Bryan, 2019s2;). The chart should be developed through intra-agency brainstorming,
interviews with stakeholders like current investors, and quantifiable data (Caribbean Export Development
Agency, 2014s3)). Strengths and opportunities are what the IPA can highlight to potential investors, and
awareness of weaknesses and threats can allow the agency to develop risk mitigation plans and reassure
investors. Combined with the country’s goals, the SWOT analysis helps the IPA to identify promising
sectors and cross-sector business functions that match Tajikistan’s strengths (Millenium Cities Initiative,
200957). Sector and business functions allow the strategy developers to identify who is likely to invest, in
terms of both countries and individual companies (see Recommendation 1 for more detail on defining a
value proposition and identifying target sectors and investors). In Georgia for instance, the investment
agency undertook a sector scanning exercise, which took into consideration both global trends, as well as
Georgia’s value propositions and unique selling points. This allowed for the selection of priority sectors in
terms of two larger criteria: desirability — what does the Government want to get from FDI — and feasibility
— which sectors have the realistic potential to develop in Georgia.
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Finally, the strategy should clarify exactly how Tajikistan will conduct investment promotion and facilitation,
including which agencies perform what roles, what methods will be employed, and how the strategy will be
resourced over its lifespan. As noted above, provision for monitoring, evaluation and adjustment is also
critical. Monitoring and evaluation exercises serve little purpose if they do not feed back into policy making
to improve the overall investment climate, allowing for timely adjustment of plans and activities.
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Recommendation 3. Better leverage the
policy advocacy function and improve the
facilitation system

Challenge: Investors struggle with the de facto investment climate and do not
receive enough facilitation and advocacy support from Tajikistan’s IPAs

Tajikistan’s legal framework for investment facilitation is relatively strong, but resources
could be better spent

In 2016, the government introduced a new Law on Investment (Lol) that codifies investment procedures
and guarantees a number of investor rights and protections (Government of Tajikistan, 2016s9). Many of
these are in line with investment policy good practices, including:

e non-discrimination and equality before the law for foreign and domestic investors (Art. 7), including
the opportunity to participate in privatisation (Art. 12);

o stability of the legal environment, such that if a law worsening investment conditions is adopted,
investors do not have to comply for 10 years (excepting laws on national security, health, the
environment or morality (Art. 8);

e protection from direct expropriation; a definition of indirect expropriation and provisions for
compensation (Art. 14);

e freedom to repatriate profits (Art. 10) and property, including intellectual property, in accordance
with customs law (Art. 16) and to convert currency (Art. 11); and

o free access to all relevant legal information for investors in an online format (Art. 13).

The Lol is supplemented by the 2012 Law on Investment Agreements, the 2011 Law on Free Economic
Zones, and the charters of the SCISPM and Tajinvest. Taken together, they provide the legal framework
for international investment and a relatively strong set of guarantees for investors.

Information on relevant legislation has become more easily accessible, but issues remain

Many investment-related laws and policy documents can be found across different websites and are often
available only in Russian or Tajik. Investors must purchase access to Adliya, a commercial legal database,
to obtain updated legal and regulatory information.

Efforts to increase transparency and access to information through systematising digital delivery of
investment-related legislation is already underway. The SCISPM has created a B2B Business Portal that
integrates information from eight government agencies, including the tax portal (which itself has
implemented a notable digitalisation campaign) and the National Bank of Tajikistan. This portal is a
significant improvement, with key pieces of legislation available in English, Russian and Tajik. Investors
can also find key legislation in these languages on the SCISPM and Tajinvest websites.

However, updates appear to be irregular. Most notably, during the COVID-19 pandemic the SCISPM and
Tajinvest have not added new legal information that is important to investors, such as information on
lockdowns, tax measures, and credit support (Blavatnik School of Government, 2020;s0). Despite the clear
consequences of these for investors and the private sector more broadly, information on the pandemic and
crisis response is limited to the website of the Ministry of Health (OECD questionnaire, 2021). Investors
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say that this caused uncertainty on their end. In the context of lingering uncertainty over the impact of
COVID-19 on the country’s economy, it is more crucial than ever to ensure that investors have access to
reliable and updated information.

Tajikistan’s IPAs have a legal mandate to facilitate investment facilitation, but they are trying
to do too much with too little

On average, Eurasia IPAs devote fewer resources to investment facilitation and retention than other
regions: 17% compared to 30% in OECD countries. In contrast, the SCISPM devotes 30% of its budget to
investment facilitation and 30% to policy advocacy, a percentage matched only by Kazakhstan and Ukraine
in Eurasia (OECD questionnaire, 2021) (OECD, 2020p27;). However, this figure is relative to the overall
resources at the SCISPM’s disposal, so Tajikistan devotes fewer resources than its neighbours in absolute
terms. With these limited resources, the State Committee aims to provide a long list of investment
facilitation and aftercare functions®. This raises questions about how much the country can devote to each
facilitation activity (OECD, 202027)).

Policy advocacy institutions aimed at improving the investment climate are relatively
robust, but their impact is unclear

To support public-private dialogue on investment, the government has established the Consultative
Council on Improvement of the Investment Climate. The Council prepares recommendations for the
President and the government on matters related to private sector development and the investment climate
(UNCTAD, 2016p2¢)). It is chaired by the President himself and includes four permanent representatives
(the Prime Minister, the First Deputy Prime Minister, the Chair of the SCISPM — who acts as its Executive
Secretary — and the Head of the Council Secretariat), seventeen rotating representatives: three from
development partners, and 14 members from the private sector (13 domestic businesses and one foreign
investor). Tajikistan developed the platform in 2007 with support from the international donor community
starting with sub-national PPD mechanisms (Kosymova and Abdujabborov, 20151). In the OECD IPA
survey, Tajikistan indicated that it spends 30% of its budget on policy advocacy, compared to 12% in
Eurasia and 6% in OECD countries. (Consultative Council on Improvement of Investment Climate under
the President of the Republic of Tajikistan, 2021s2)).

The main meetings of the Council are chaired by the Chairman of the Council, the President or the First
Deputy Prime Minister (an intersessional meeting of the Council). Topics and issues for discussion at
Council meetings are proposed by the private sector, then, in the filtering process, the main topics for
discussion at the Council meeting are selected. The Secretariat of the Council conducts analyses on
selected topics and prepares recommendations with the participation of representatives of the private
sector, experts and industry business associations. After discussion at a meeting of the Council, on the
basis of recommendations, a draft action plan for individual sectors is developed. The Council produces
annual monitoring reports, with the most recent available report from March 2020. The report demonstrates
that, for the most part, the government assigns the Council or one of its ministry members (frequently the
SCISPM) the development of a particular policy proposal or action plan, which is then returned to the
government for review and possible approval (Consultative Council on Improvement of Investment Climate
under the President of the Republic of Tajikistan, 2020s3).

These arrangements are meant to enable investors to put policy issues on the agenda or make concrete
contributions to the policy proposals. It is unclear, though, how many of these proposals ultimately become
law, or the timeframes in which they do so. While the Council is not designed as a platform for individual
investors to state specific grievances (as opposed to addressing broader policy concerns), occasionally
such issues are on the agenda, such as a request for land from the domestic chicken processing company
Behamto, cited in the 2019 monitoring report.
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Other mechanisms for PPD exist as well. According to an OECD survey, the Chamber of Commerce and
Industry of Tajikistan — the country’s largest business association — and smaller business intermediary
organisations (BIOs) participate quarterly in a variety of government councils and working groups. Of
particular note is the current working group on reforming the tax code, as described in Box 8.

Box 7. Tajikistan’s new tax code

In 2019, the Tax Committee and Ministry of Finance initiated a reform of the tax code, in order to align
it with international best practice, and to adapt it to new realities for businesses and individuals. The
new version reduces the number of taxes from 10 to 7, introduces measures intended to improve tax
administration and reduces the rates of a number of specific taxes, including VAT. There are preferential
tax regimes for a number of sectors.5

The new tax code also aims to limit unplanned inspections and audits, as new technologies and risk
management tools are used to identify tax violations, rendering it unnecessary to conduct additional
unplanned inspections. The number of inspections has in any case been declining gradually in recent
years. With the new code, individuals will also be able to submit tax returns electronically, which is
meant to reduce compliance costs (especially in terms of time). Since 2012, the Tax Committee has
been providing digital services on andoz.ij; it now provides sixty services for legal entities, individual
entrepreneurs, individuals, civil servants, government agencies and the banking sector.

The new code was developed by an interdepartmental working group. It took into account numerous
comments and proposals from ministries and departments, the private sector and the development
community. The committee consulted international financial institutions such as the World Bank, the
IMF, the Asian Development Bank, and the EBRD.

Source: Tax Committee; Ministry of Finance

Investors in Tajikistan struggle with bureaucratic requirements despite recent reforms

Despite a range of recent reforms (Box 9), administrative burdens remain an issue for many investors. As
described in detail in the OECD’s recent Improving the Legal Environment for Business in Central Asia
report, despite the relatively good formal legal framework, implementation gaps sometimes undermine the
quality, transparency, and coherence of the investment process (OECD, 2021(2). Investors highlighted
what they see as inconsistent interpretation and arbitrary application of investment laws, which hinder the
process of transparent investing (OECD interviews, 2021). Therefore, Tajikistan’s investors need IPA
support with investment logistics and continued policy advocacy to address remaining bottlenecks in
legislation, public administration and the judicial system (OECD, 20212).
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Box 8. Tajikistan’s recent legal and regulatory reforms to improve the investment climate

The Tajik government has undertaken a series of reforms to bring the investment climate in line with
international standards, including:

e Business registration: the government has introduced the opportunity to digitally register a
business or pay taxes, by using national payment cards, along with a centralised electronic
registry for movable property.

¢ Inspections: the government adopted a new edition of the Law on Inspections that makes it
mandatory for inspection bodies to report all inspections of businesses digitally. This information
is then relayed to a newly established Co-ordination Council of Inspection Bodies and a special
website in order to keep track of them.

e Banking and Access to finance: New amendments to the Law on Credit History have
expanded the coverage of credit bureaus from 15.9% to 47.6% of the adult population between
2016 and 2020, thereby strengthening the protection of the rights of lenders and borrowers.
Moreover, the government has aimed to strengthen the legislative base for secure transactions
and the bankruptcy in order to reinforce creditors and borrowers’ legal rights.

e Competition: the government launched an electronic portal for public procurement. The
corresponding by-laws are being developed to better adapt it to the needs of SMEs.

e Commercial justice: the Supreme Economic Court, the economic court of Dushanbe, Khatlon
region, Sughd region and of GBAO have launched their websites to facilitate the access for
citizens and businesses, to legislative and judicial information. Users can also find helplines,
and a feedback platform. In addition, a recent package of bills® strengthened the rights of
creditors and simplified the process of resolving insolvency.

¢ Real Estate: the "single window" to register real estate digitally has been established, thereby
merging five government departments in one.

e Trade: Tajikistan's Trade Portal, an online platform with descriptions of import and export
procedures has been launched. The government is also testing a pilot "single window for the
registration of transit and export-import" which unites ten licensing authorities for trade related
purposes.

Source: SCISPM, Tax Committee, Ministry of Finance.

Investors want greater facilitation support

Investors tend to see investment screening mechanisms, including into Free Economic Zones (FEZ), as
an impediment. The SCISPM oversees the screening process, which can be lengthy and, in the view of
investors, opaque. In the absence of clear information about requirements, investors may be inclined to
use personal connections with senior government officials. This may lead to decisions that favour market
incumbents and reduce pressure to improve the transparency and consistency of the investment regime
(OECD, 2021y2). Even the perception that this may happen can be sufficient to deter some investors.

There are several useful but limited digital services for investors from other agencies. Investors can apply
for a business (K) e-visa for 60 days, but cannot electronically apply for the specialised investor (C) visa
(Ministry of Foreign Affairs, 2021s4)). Registered users of the “Customs Service Single Window” can
digitally complete 22 export and import-related transactions, although this is only available in Tajik and
Russian (Customs Service, 2021s5; SCISPM & Tajlnvest, 2020;e61). The Tax Committee provides a range
of digital filing and payment services, which enjoy very high satisfaction and usage from Tajik citizens
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(OECD questionnaire of the State Tax Committee, 2021). The tax committee’s website offers services in
Russian, English and Tajik, although the documents that need to be completed mostly remain in Tajik. The
explanatory and informational resources of the Tax Committee website are regularly updated and
translated into English. In addition, a contact centre can put individuals in contact with the International Co-
operation Office, whose specialists speak Russian, English, French, Chinese and Japanese. While the
main page of the Tax Committee has now been translated to English, the documents and subsequent
explanations remain in Tajik and Russian (Tax Committee, 202177). In 2021, the website of the Tax
Committee - andoz.tj recorded more than 137 000 visits from outside Tajikistan, including 6004 visits from
the USA, 1836 from the UK, 2924 from the Netherlands, 1637 from Germany, 1865 from China, 93049
visits from Russia and 30334 visits from other countries.

The SCISPM is aware of the importance of digitalising investor services and is committed to improving
them. In response to an OECD questionnaire, the Committee identified China’s IPA, China Council for the
Promotion of International Trade, as the example of digital services it wishes to emulate. The Invest China
website provides various services such as registration, accounting, and licencing for registered users
(Investment Promotion Center of CCPIT, 2021es)).

Investors already in the country could benefit from stronger IPA support

Investors interviewed for this report described limited support during their investor journey, especially when
they encountered issues relating to the implementation of guarantees in the Lol and their investor
agreements. Investors who feel they receive inadequate support or believe they are not able to secure the
conditions they believed were offered may refrain from future investment or even share their negative
assessments with other potential investors (OECD interviews, 2021). While individualised intervention is
not necessarily typical of all IPAs, Tajikistan’s environment and the SCISPM’s mandate to support
investors with legal issues would seem to warrant such a role.

Investors cite numerous issues that would benefit from IPA intervention, particularly with respect to
property, inspections and taxation (OECD, 2021(2). Protection against, and regulation of, expropriation of
private property is captured in the 2016 Lol, and most cases of expropriation concern procedural or criminal
violations in privatisations. However, investors have cited cases in which they claimed to have been denied
access to infrastructure essential for business operations, which may constitute indirect expropriation.
Some investors also complained of unplanned inspections (sanitary/ standard/ anti-monopoly/ fire
department), despite a 2018 moratorium on such inspections in production facilities, except for inspections
by tax officials, prosecutors, the audit chamber, anticorruption officials and the National Bank (Eurasianet,
201869)).

Enforcement of tax laws is a major concern cited by investors. The Tax Committee notes that additional
tax incentives have been established for investors within the framework of investment agreements in recent
years. Agreements signed with more than 18 investors and executors of investment projects exempt them
from income tax and social tax for non-residents for set periods (up to ten years). When importing
equipment and spare parts, they may be exempt from value added tax and customs duties. In addition,
there are other investment agreements, according to which investors and executors of investment projects
are completely exempt from paying all taxes, except for income and social tax for residents for up to 10
years. Some investors have raised concerns that these exemptions may not work in practice and that they
“cannot access or utilise most of these incentives” (U.S. Department of State, 2020(70;). However, the Tax
Committee emphasises that it has received no complaints from investors about failure to honour these tax
preferences and that the volume of such tax incentives has risen over time, from TJS 2.1 billion in 2015 to
TJS 3.9 billion in 2019.

Although some businesses have included clauses in bilateral investment treaties (BITs) that mandate the
use of international courts for dispute resolution and Tajikistan is a signatory to the 1958 New York
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Convention, some observers report encountering problems with domestic courts’ implementation of foreign
arbitration awards and domestic contract enforcement (Santander Trade, 202117;) (OECD, 20212)).

There is no department responsible for relations with existing or prospective new investors and no
database or customer relationship management (CRM) system in which their contact information is stored
(see Recommendation 2B). In this context, limited investor aftercare is carried out, potentially affecting
important re-investment opportunities. The SCISPM is aware of the issue and stated that it plans to improve
and digitise monitoring and data collection in an OECD questionnaire.

Therefore, requesting support from SCISPM can be complicated, and in interviews some investors
complained about a lack of response from the Committee to inquiries. According to its website, the SCISPM
will not provide services to investors without six required documents, including a certificate of state
registration, charter of the company, and an official, stamped letter requesting the service (SCISPM,
2019i711). This may inhibit investors’ timely receipt of assistance and the Committee’s ability to offer
services that were not officially requested. Tajinvest is further constrained by its status as a State Unitary
Enterprise with minimal legal power of its own (OECD interviews; Tajinvest, 2021).

When investors do manage to connect with the SCISPM, resolving issues for investors and pushing
forward investment projects often requires co-ordination with other bodies (ministries, agencies,
committees) through a whole-of-government approach. Despite reporting a high number of interactions
with other institutions compared to other countries in the region, investors report that the SCISPM often
been unable to resolve their issues with other agencies, especially the Tax Committee (OECD, 2020;
OECD interviews, 2021). The SCISPM has no direct authority over many aspects of the investor
experience, from registration to tax payment. Although the 2016 Law on Investments commits it to
providing legal aid to investors, its charter does not include any mechanism for it to play the role of mediator
between agencies in either a binding or advisory capacity (Government of the Republic of Tajikistan,
2006ys5)).

Recommendation 3: Ease hurdles for investors and advocate on their behalf to
encourage re-investments and improve the country’s reputation

A strong public-private dialogue platform and individual advocacy when needed can
help address investment climate issues

Effective policy advocacy is the most effective tool IPAs have to win investment, since much investment is
re-investment from existing investors and positive investor experience begets a positive country reputation
(OECD, 201172)). In the wake of the pandemic, which has rapidly changed economic conditions, OECD
IPAs have devoted more time to dialogue with investors to comprehend administrative obstacles and
establish priorities to ease operations. The usefulness of regulations can change; trade restrictions, public
health limitations, inflation, and other changing market conditions may render incentives or regulations
ineffective. It therefore makes sense to reassess regulatory regimes periodically for streamlining and
simplification purposes through regular consultation with investors (and other stakeholders, such as
domestic businesses). Often, existing investors share many concerns that affect decisions about new
investments, so dialogue with a limited number of them has a strong chance to improve the business
climate for all (OECD, 2015/23)).

Tajikistan’s IPAs could improve regular and proactive collection of information from investors, which will
feed into PPD. Mechanisms for dialogue with investors — prospective and current, large and small — can
include regular meetings, feedback mechanisms for investors on the State Committee website, structured
surveys, and periodic discussion forums on issues of interest to investors. Outcomes from these
mechanisms could feed into the Consultative Council’s regular meetings.

ENHANCING INVESTMENT PROMOTION IN TAJIKISTAN © OECD 2022



| 41

Dialogue, particularly if it is structured to cover general and industry-specific concerns of investors, requires
time, staff, and funding. Given the need to make best use of limited resources, it could be useful to prioritise
dialogues with investors in strategic sectors. Development partners and BIOs like the Chamber of
Commerce and Industry could likely support Tajikistan’s IPAs with facilitating dialogue or conducting
surveys, since they already gather feedback from and have extensive contacts in the private sector. It is
good practice to use various ways of collecting information from investors, like short surveys, because not
all investors have time to dedicate to working group meetings or continuous dialogue. Yet, throughout
conversations with investors it became clear that most investors in Tajikistan and elsewhere are content
to dedicate time to improving the process (Box 10) (OECD, 2015;3¢)).

In many cases, structural reform will mitigate the need for individualised dispute resolution, but when
conflicts arise, the SCISPM should be prepared to assist. To do this effectively, it needs to active and
efficient co-operation of other ministries and state agencies involved in investment policy issues, like the
Ministry of Economic Development and Trade and the Ministry of Justice. Fortunately, the SCISPM already
has a strong relationship with other agencies through hosting joint events and other activities and enjoys
high-level political support due to the government’s strategic focus on investment promotion. However, it
may nevertheless be useful to indicate what steps the SCISPM can take in the event that other institutions
are unresponsive with respect to its concerns with respect to specific investor issues (OECD, 201172). If
this is done, the SCISPM will have the necessary clout and communication mechanisms to inform other
agencies about investors’ individual complaints and request that they be resolved before they escalate
(UNCTAD, 2010g73)).

Box 9. Collecting investors’ feedback through multiple channels: the case of the NFIA

The Dutch IPA, the Netherlands Foreign Investment Agency (NFIA), showcases how IPAs can collect
feedback through multiple channels:

e Project managers in the IPA seeking daily feedback from a number of existing and potential
investors;

e Ad hoc feedback through events or emails;

e Investor Relations’ meetings;

e Triannual extended surveys among existing investors on the business climate;

e Quarterly meetings with the Invest in Holland Network directors;

e Analysis of lost projects by the NFIA; and

e Analysis of the media, external studies and reports on the Dutch business climate.

The feedback is then channelled to relevant decision-makers through:

e Annual reports to ministries (Ministry of Economic Affairs and Climate Policy and Ministry of
Foreign Affairs) and discussions based thereon;

e Triannual reports on the results of the extended survey of the business climate; and

e Regular ad hoc discussions with the ministries.

Source: (de Combrugghe, 2019r74))
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Tajikistan’s IPAs can help investors by making information about regulations and
administrative processes more available

Tajikistan may need to shift its resource distribution even more toward aftercare. In general, attracting new
investors is more challenging and costly than supporting reinvestment and expansion (OECD, 201523)).
COVID-19 further incentivised IPAs to shift their efforts and resources away from marketing and targeting
and towards informing existing investors about government programmes, helping them cope with the crisis,
and supporting their current investments and operations (OECD, 2020;15)). This has the effect of ensuring
business continuity and investor satisfaction, which is critical for maintaining and expanding investments.
OECD countries enhanced their facilitation activities and ensured service continuity through digital tools,
such as virtual site visits. They strengthened dialogue with existing investors to monitor firm-level trends
and respond quickly to potential problems, acting even more like “liaison officers” between governments
and investors than usual.

Tajikistan’s IPA should make it as easy as possible for investors to find information about rapidly changing
economic conditions and pandemic-related policies. Most OECD IPAs created a dedicated COVID-19
section of the website with all relevant changes, including taxes, stimuli, export restrictions (OECD,
20201151)). Some OECD IPAs, such as Spain and France, posted immediate English translations of new
laws and regulations and prepared comprehensive sector-specific reports on the effects of COVID-19.
Others, including Germany and Australia, offered daily updates. It is difficult to exaggerate the utility of
providing reliable information in one dedicated spot, particularly where legislation is both complex and
constantly evolving. This can take the form of updates in English and Russian on the B2B website.
Considering the relatively small number of foreign investors In Tajikistan, the SCISPM could even reach
out to check in with investors and inform them about government measures affecting their investment.
While it may be challenging at first to collect contact information without the benefit of a CRM system, this
could serve as an impetus to create such a database, which will be valuable for years to come.

Box 10. IDA Ireland’s outreach strategy about COVID-19 changes

Ireland has made information about COVID-19 very clear and easily available to investors:

e The front page of the website has a banner inviting investors to click for further information about
IDA Ireland’s COVID-19 updates and support. Investors can also navigate to this page from
anywhere on the website by clicking “How we help” in the header.

e The first link on the COVID-19 page invites investors to contact their account manager or the
general IDA Ireland e-mail for free advice on accessing government support and funding, while
also providing a button to access more information about these programmes. A government-
run hotline for businesses is also available.

e A brief yet highly useful response plan reassures investors that the IPA’s goal is to help them
weather the crisis. The plan includes specific information about consulting services available
and the application process for IPA funding. Many relevant links are also provided, like the
government’s list of essential services, payroll and tax support information, and loans for SMEs.

¢ Relevant publications from other government agencies are, such as Enterprise Ireland’s guide
to HR in the post-pandemic environment and health and travel advice, are consolidated on the
website.

e Monthly e-magazines and e-mailed newsletters are freely available and include even more
detailed updates than regular news articles.
IDA Ireland also prioritised collecting information from investors about their new challenges through a
client assessment process of firm responses and supply chain disruptions.

Source: (IDA Ireland, 202175))
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Both during the pandemic and beyond, investors would benefit from clearer information on the services
and requirements — digital and not — that are offered by other government agencies. Digital services, such
as the tax payment portal and the e-visa, should be clearly linked on the IPA’s website with detailed
instructions. This would also help resolve language issues because investors would not need to navigate
non-English websites of other agencies. For paper-based services, the IPAs should provide PDF versions
of forms that need to be submitted and comprehensive information on how to submit them, including the
contact information of the relevant agency. Furthermore, the process of requesting assistance from the
SCISPM in fulfilling other agencies’ bureaucratic requirements should be dramatically simplified. Instead
of having to upload relevant documents — including those that investors may need help obtaining, such as
proof of registration — a basic request should be enough at least to obtain a meeting. At that point, the
SCISPM can request only the documents necessary to fulfil the other agency’s requirement. In this way,
the SCISPM will be a helpful facilitator rather than an additional bureaucratic hassle.

On top of obtaining reliable information, investors rely on IPAs to continue their operations. Particularly
amidst COVID-19 and interrupted supply chains — which could even affect crucial health and food imports
— investors need reliable networks with domestic firms. Some OECD agencies, including Czech Invest,
Enterprise Greece and the Polish Investment and Trade Agency stepped up their existing matchmaking
services by making use of virtual platforms (OECD, 2020p15). Tajikistan’s B2B portal has contact
information for some companies, mostly in Russian. Ensuring this is all translated into English and
potentially improving or individualising this matchmaking mechanism would be useful to investors in such
uncertain times. Georgia also provides a good example in creating guidebooks for investors, which are
regularly updated on the website (Box 12).

Box 11. Invest in Georgia’s partnership with global advisory companies and its role as an
information provider

Representative offices abroad are some of the most effective mechanisms for FDI attraction. However,
smaller countries cannot always afford operating such offices in various places. In order to tackle this
challenge, Georgia has undertaken the following measures:

e Development of special Investment attraction guidebooks for Georgia’s Diplomats abroad. The
guidebook includes, consolidated information on sectors that are prioritized in terms of FDI
attraction, as well as “Talking points” with potential companies. With this, Invest in Georgia
conducted special training sessions with the embassies to make them more acquainted with the
investment proposition of the country.

e With the support of USAID Georgia and USAID Invest, Invest in Georgia contracted a global
advisory company - OCO Global, which partially fulfils the duties of offices abroad for Invest in
Georgia. More precisely, the company is responsible to contact potential investors on behalf of
Invest in Georgia in various countries and facilitates meetings with companies that have interest
to invest in Georgia. The contract is developed with specific KPIs, including number of meetings
to be conducted, site visits to be organized and potential deals to be concluded. This experience
has allowed Georgia to contact hundreds of companies through facilitators in foreign countries,
without actually having to establish and operate representative offices abroad.

In addition, Invest in Georgia has developed a number of investment guidebooks in partnership with
internationally well-known companies like the “Big 4”. These cover a variety of legislative issues and
explain to investors the labour laws, customs procedures, issues related to privatization, company
registration, obtaining various permits and licenses, and other relevant topics. Overall, 11 roadmaps
containing information have been developed and are updated on annual basis. With this, Georgia only
runs and promotes a single web page — investingeorgia.org.

Source: Enterprise Georgia.
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In the long term, it may be desirable to grant more authority to the SCISPM such that they could provide
required services directly through the single-window mechanism. This would significantly simplify the
investment process and make Tajikistan more competitive for investors, since most Eurasia IPAs have a
one-stop-shop already (OECD, 2020;27)).

Simplifying investment project approval processes and using the investment agreement
as a tool to pre-emptively protect investors from legal disputes are under the SCISPM’s
control

Since the process of approving an investment is one over which the SCISPM has full control, unlike many
other investor services areas like registration and customs, it is highly recommended that the Committee
digitise the investment approval process. The first step is providing detailed information about criteria and
requirements on the website (which should be minimised and simplified), and the second step is
introducing an online application. This will increase transparency and reduce bureaucratic hurdles for
investors. In cases of rejection, the SCISPM should publish the reasons and allow appeal. Enhancing trust
at this early stage of investment will encourage investors to stay in Tajikistan, re-invest, and share their
positive experience with potential investors.

According to its charter, the SCISPM also has statutory authority to negotiate and sign investment
agreements on behalf of the government. Ultimately, though, the Law on Investment Agreements stipulates
that they be approved and ratified by the government and parliament (Government of the Republic of
Tajikistan, 2006(s5); 2017[76)). This can create several potential bottlenecks. Another concern is that the
government can offer the project to another investor through an open tender, in which the winning investor
compensates the one who proposed the project for expenses incurred but not the intellectual property
involved (U.S. Department of State, 202070;; Government of Tajikistan, 201377;). Therefore, it would be
desirable to remove the possibility of an open tender when an investor proposes a project — essentially
only allowing the government to accept or refuse the investment.

Nevertheless, according to interviews with investors and government stakeholders, the investor agreement
has proven as areliable tool in the past that creates a safety net for investors, rendering it nearly impossible
to change regulations. Therefore, in line with the SCISPM’s charter, the government should empower the
Committee to encourage investors to sign an agreement, negotiate with them, and sign it with as few other
approvals as possible. The Law on Investment Agreements provides for several benefits that can be
included in agreements:

e Special incentives and advantages in areas like taxes, customs, permission to act in violation of
anti-monopoly laws, and regulatory requirements (e.g., licensing);

e A commitment that any future legislation worsening the investment climate would not apply to the
investment project; and

e A provision that disputes will be resolved in an international arbitration forum rather than
Tajikistan’s courts (which is otherwise the default mechanism, as per the Law on Investment
Agreements).

The last point is especially an important protection for investors given the legal issues that investors
encounter in Tajikistan, although unfortunately as of now Tajikistan does not always enforce international
arbitration awards (OECD, 20212).
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Way forward

This section presents a timeline for implementing the policy recommendations given throughout the report.
It takes into account the need for the government to 1) make sure the proper tools for promotional activities
are in place 2) strengthen the institutional setting and strategy of investment promotion, and 3) ensure a
well-functioning facilitation system and better leverage the policy advocacy function. Further work on the
recommendations will follow in OECD capacity-building workshops that will support implementation in 2022
and 2023. The workshops will be led by the State Committee for Investment and State Property
Management and will include other stakeholders that can support the implementation process. The OECD
will assist the process and invite experts to share their knowledge on the relevant policy areas.

To conclude, the OECD would like to emphasise the importance of the cross-cutting recommendations
noted in the introduction.

Co-ordination, consolidation, and a whole-of-government approach go beyond just IPAs. Aligning
priorities and creating productive communication channels with other government agencies, such
as the Tax Committee and the administrations of the FEZs, would significantly improve the investor
experience when legal disputes arise, since the IPA could serve as an official mediator. Even
simply ensuring that IPA websites have clear links to other agencies’ relevant services and that
technical information is consistent across sites would be a large improvement in giving investors
a less confusing, whole-of-government experience.

Ensuring sufficient staff with the skills to attract and retain investors remains a priority across the
board. The SCISPM has many mandates yet few staff members. The lack of employees with
private sector experience means that they do not necessarily have the full spectrum of needed
skills to engage with investors, such as expertise in marketing. Of course, increasing the budget
and financial autonomy of the IPAs would allow them to hire more staff members with strong skills,
yet with COVID-19 affecting the budget moving forward, other methods will have to accommodate.
IPAs will need to “work smarter, not harder” in order to compensate for the small number of
employees in Tajikistan’s resource-constrained environment. Clear prioritisation of tasks through
an overarching investment strategy and specific sectoral targeting will maximise the impact of each
staff member by ensuring they are spending their time on the most productive activities. Time-
consuming investment promotion activities, like frequent events and news articles for websites,
may not be as important as simple solutions like keeping track of investor information in a
database. Digitalisation can help maximise the impact of a small staff as well. The more information
that is easily accessible on a website and the more services that are digitised, the less work there
will be for staff members responding to inquiries and providing routine services. This will allow
them to spend their time on tasks that have a higher value-added for investors and therefore are
more likely to lead to further investment, like customised targeting and support with legal issues.

The third theme is participating in the international investment promotion community to support the
implementation of these recommendations and ensure continued adoption of best practices in the
future as external circumstances evolve. Exchanges among peers on lessons-learned is both
critical for short-term adaptation, as has become especially clear during the COVID-19 crisis, and
as well as long-term strategic planning, particularly in the post-pandemic world (OECD, 2020y15)).
Throughout this report and in related working group and capacity-building events, the OECD has
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drawn on lessons from IPAs around the world and invited international experts to share their
experiences. It will continue to do so in the implementation-support activities that will be
undertaken in 2022. However, this is just the start. The OECD founded its IPA Network, comprised
of senior IPA officials of OECD and partner countries, in 2016 to encourage dialogue and the
exchange of experience (OECD, 2020;15). The OECD IPA network shares its expertise with peers
from other parts of the world and will continue to be a resource on which Tajikistan can draw in

the future.
Recommendation Short term (6 months-1 year) Medium term (1-2 years) Long term (3-5 years)
Recommendation 1: Develop a clear and realistic value Conduct a more detailed analysis of Consolidate all IPA
Make sure the proposition and put it on websites Tajikistan’s comparative advantages in websites into just one
proper tools for Analyse pre-existing work and each sector for sector-specific value Assign staff members
promotional studies on viable target sectors to propositions to specific potential
activities are in create a long-list of potential priority Select 3-5 specific priority sectors investors to develop

place

Recommendation 2:
Strengthen the
institutional setting
and strategy of
investment
promotion

Recommendation 3:
Better leverage the
policy advocacy
function and
improve the
facilitation system

sectors

Prioritise updating websites for
simplicity, consistency, English
translations, and working links
Create a CRM system or at least a
shared database and begin to store
investor information there

Make a detailed plan for the
development of an investment
promotion strategy, including
timeline, resources, and research
methods with public and private
stakeholders

Include a COVID-19 section on the
IPA websites with policy and
economic changes and consider
newsletters or individual outreach to
current investors to assess current
challenges and offer support
Collaborate with BIOs and the
development community to
maximise information collection on
the effects of the pandemic and use
this information in policy advocacy
Simplify or remove the application
process for requesting assistance
from the SCISPM

Showcase the investment
agreement as a tool on the IPA
websites

along with target countries and
projects. Include these in the overall
investment promotion strategy
(above), and revise all government
websites and publications accordingly
Create mechanisms to collect potential
investors’ contacts from website and
analyse site visits

Research potential investors,
especially through a collaborative
regional approach, and include them
in the CRM system

Proactively reach out to targeted
investors

Clarify the roles and mandates of
institutions active in investment
promotion through the harmonisation
of laws and IPAs’ charters

Develop and approve a whole-of-
government investment promotion
strategy, including overall goals,
SWOT analysis, M&E mechanisms,
and specific methods for investment
promotion that maximise institutional
collaboration rather than duplication
Create recruitment mechanisms to
attract employees from the private
sector

Re-allocate resources toward
facilitation and aftercare

Add links on the IPA websites to all
relevant government agencies’
services and requirements and create
detailed instructions for obtaining and
fulfilling these

Simplify and digitalise the investment
approval process

Increase the frequency and diversity of

dialogue opportunities with investors,
such as surveys, to collect information
on challenges with the investment
framework

Expand matchmaking services on the
B2B portal

Improve legal support for investors by
establishing formal communication
channels with top decision-makers

lasting relationships

Allocate sufficient
and up to 3-year
funding for IPAs in
state budget to
ensure financial
stability and
independence
Align IPA mandates
with resources

Empower the
SCISPM's single-
window to provide
investor services
directly

Revise the Law on
Investment
Agreements to allow
the SCISPM greater
freedom to negotiate
and conclude
investment
agreements on behalf
of the state
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Annex A. Data Collection

Interviews

To better understand the situation in Tajikistan and replace the missions that the OECD usually conducts,
the OECD team held a series of interviews (approximately 25) over a period of six months. The
interviewees ranged from investors to government authorities, international organisations, embassies,
business associations, researchers, and more. Interviewees will not be disclosed. The questions aimed at
receiving an impression of the current business and investment climate, including relevant challenges.
Carried out over zoom, the interviews provided snapshots of individual perceptions; in aggregate, the
interviews support crucial arguments given throughout the paper.

In general, it is important to note that surveys or interviews may not be regarded as unbiased information.
Sources of bias may include the relationship of the interviewer and the interviewee, the social standing of
the participants, or the wording of the questions (Holstein & Gubrium, 1997).

Virtual working Groups

Within the framework of the OECD Eurasia Competitiveness Programme (ECP), the OECD and the
government of Tajikistan established a public-private working group to develop guidelines and
recommendations for enhancing investment promotion practises in Tajikistan. The Working Group brought
together representatives from government agencies, investors, business associations such as the
Chamber of Commerce and Industry, and other development partners. The OECD ECP, with contributions
from international experts and peer reviewers from OECD member countries, carried out analysis, data
collection and consultations with stakeholders in Tajikistan to identify the main issues and the most
effective policy responses to improve Tajikistan’s investment promotion practices.

Several virtual working groups meetings took place in preparation for the peer review of Tajikistan:

e 28 January 2021: first meeting of the Working Group to frame issues and share insights with
local stakeholders;

e 17 June 2021: second meeting of the Working Group with international experts to discuss
preliminary recommendations;

e 5 October 2021: third meeting of the Working Group with international experts to discuss the
peer review note and its recommendations.

This report was peer reviewed on date at the eight session of the OECD Eurasia Competitiveness
Roundtable, a policy network that brings together high-level representatives and technical experts from
Eurasia countries, OECD members and partner organisations. The Roundtable meets annually and serves
as a platform for peer review and knowledge sharing on the implementation of competitiveness reforms in
the Eurasia region.

The peer review aimed to help Tajikistan define further steps for policy reform implementation. In particular,
the roundtable discussion was facilitated by the following experts, who provided an overview of the current
situation in Tajikistan and insights into the experiences of OECD and Eurasia countries:

e Ms Diana Ablyakimova, Director, Kazakh Invest
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e Mr Tornike Zirakishvili, Deputy Director, Enterprise Georgia
e Mr Philippe Yvergniaux, Expert, Business France

In addition, OECD experts from the Secretariat — who had previously provided their insights and reviews
to the peer review note — participated in the discussions.

Progress towards implementing these recommendations could be discussed in two years’ time at the 2023
OECD Eurasia Competitiveness Roundtable.

Questionnaires

The OECD also relied on information from the OECD IPA survey that has been conducted for OECD
countries and different regions. These surveys, based on a comprehensive survey jointly designed with
the Inter-American Development Bank, provide comparative evidence across agencies, categorise their
profiles, and explain existing trends and practices in investment promotion and facilitation. Tajikistan
(Tajinvest and SCISPM) had filled the survey in 2019, as part of their review for the Mapping of Investment
Promotion Agencies in Eurasia.

To receive updated and additional information, the OECD:
e sent an updated and tailored version of the IPA questionnaire to the SCISPM

e sent a shortened version of the IPA questionnaire to other government stakeholders.
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Notes

1 “Project funded by the European Commission and carried out by Luvent Consulting (Safege consortium)”

2 Inflows to Azerbaijan, Kazakhstan and Turkmenistan over the period averaged 15.1, 7.5 and 7.6%,
respectively.
3 According to the World Bank, foreign direct investment collapsed by 47% year-over-year in 2020.

4 Assistance with project definition, information on local suppliers/ clients, working meetings, site visits;
assistance with administrative procedures, such as business/ tax registrations, obtaining licenses/ land
and construction approvals, visas and work permits, with utilities; legal issues; assistance in obtaining
financing; aftercare services: structured trouble shooting; mitigation of conflicts; matchmaking, linkages
and other business support programmes (database of local suppliers; capacity-building support for local
firms; matchmaking service between investors and local firms)

5 poultry farming, fish farming, the securities market, free economic zones, innovative and technological
activities; construction of hydroelectric power plants, newly created and operating enterprises that include
the full range of processing cotton fibre into final products

6 In particular, amendments were made to the Law of the Republic of Tajikistan "On Enforcement
Proceedings" dated January 2, 2019 year, no. 1562 and to the first and second parts of the Civil Code of
01/02/2019, No. 1557 and No. 1558.
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Enhancing Investment Promotion in Tajikistan

Tajikistan has identified Foreign Direct Investment (FDI) attraction as a critical component of its national
development strategy, which could contribute to the achievement of several policy goals, including private
sector growth, job creation, and economic diversification. As the COVID-19 pandemic has increased
competition for FDI, the role of investment promotion agencies (IPAs) is growing around the world. Investment
promotion and facilitation work carried out by a dedicated investment promotion agency can help attract FDI,
when underpinned by measures to improve the overall investment framework.
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